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FOREWORD 


This reference book is intended to provide a descrip- 
tive, factual summary of Dominion and provincial suc- 


cession duties levied upon property changing owners 


by reason of death as a convenient source of material 
for further consideration of this subject or relevant 
proposals. The material has been compiled under the 
direction of the Secretariat of the Cabinet Committee 
on Dominion-Provincial Relations. 


The assistance of the Office of the High Commissioner 
for the Commonwealth of Australia in making available 
information regarding Australian succession duties is 
gratefully acknowledged. 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto ~ 


https://archive.org/details/31/61103748372 


Parr I 


GENERAL REVIEW 


1. DOMINION SUCCESSION DUTY 


HISTORY 

Succession duties were first imposed by the Dominion 
government under the Succession Duty Act, Cap. 14, 
Statutes of 1940-41, Second Session, assented to June 
14, 1941, applicable to estates of decedents dying on 
or after that date. This Act was amended by Cap. 25, 
Statutes of 1942, the amendments being made retroactive 
in effect to the date of the original legislation. Further 
minor amendments were made by Cap. 37, Statutes of 
1944-45, effective from assent on August 15, 1944. In 
the Budget Speech delivered on April 29, 1941, in which 
the Minister of Finance introduced the original legis- 
lation, it was pointed out that this field of taxation had 
pee ouely. been used by the provinces, and not by the 

ominion, though neither have exclusive rights to it. 
The Minister went on to say: 

“The compelling need for revenue which induces us 
to enter this new field arises from the war, but I would 
not suggest that this new Dominion tax is a temporary 
war-time tax only”. 

Canada and the United States have entered into a 
Reciprocal Tax Convention for the avoidance of double 
taxation and the prevention of evasion of estate taxes 
and succession duties. The Convention, by its terms, is 
retroactive to June 14, 1941. Extracts from the Con- 
vention are set out in Part III of this study. 


APPLICATION 


The tax applies to all property of persons domiciled 
in Canada at the time of death, excepting real estate 
outside of Canada, and upon the succession of all prop- 
erty situated within Canada, in cases where the deceased 
died domiciled outside of Canada. The Act expressly 
provides that not only property owned at the time of 
death, but also certain other property passing at the 
time of death, transferred by the deceased in contempla- 
tion of death, or transferred by gift by the deceased 
within three years of death, etc., shall be included in 
the valuation of the estate. These provisions are de- 
signed to prevent evasion of the tax, and attempt to 
cover all means by which an owner may distribute an 
estate according to his wishes, and at the same time 
avoid succession duties and frequently maintain bene- 
ficial ownership until death. 

The Act provides for two forms of duty, namely :— 

(a) Initial duty. 

(b) Additional duty. 

The rate of initial duty is determined by the “aggre- 
gate net value” of the estate. Aggregate net value may 
be defined as the fair market value of all property, 
wherever situated, which belonged to the deceased, or 
is deemed to be included in the succession, less debts, 
encumbrances, and reasonable funeral expenses. The 
initial duty is, therefore, an estate tax. 
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The rate of additional duty is determined separately 
for each legacy or bequest and depends upon the rela- 
tionship of the beneficiary to the deceased and upon the 
net value of the property passing to the beneficiary, so 
that this tax is a succession duty. 


The tax is therefore, in the words of the Minister 
of Finance (Budget Speech, April 29, 1941) ‘a composite 
type of tax similar to that used by most of the provinces 
in this country”. 


For the purposes of determining additional duty 
beneficiaries are divided into four classes as follows:— 


Class A: The widow or child of the deceased. 

Under the Act, child is defined as a son or daughter 
of the deceased, under eighteen years of age at the 
date of death of the deceased; or any descendant of 
a son or daughter of the deceased, under eighteen 
years of age at the date of death of the deceased 
and dependent upon deceased for support; or any 
son or daughter or descendant of son or daughter of 
deceased, who was over eighteen years of age at 
date of death of deceased but dependent for reasons 
of mental or physical infirmity. 

Son or daughter includes any person legally 
adopted while under the age of twelve years by 
deceased. 

Class B: The grandfather, grandmother, father, 
mother, husband, son-in-law or daughter-in-law, or 
a child of the deceased who does not come under 
the Class A definition. 

Class C: Lineal ancestors (except those included 
in Class B), brothers or sisters of deceased or a 
descendant of them, or aunts and uncles and any 
descendant of them. 

Class D: Any persons of any degree of con- 
sanguinity to the deceased not included in the other 
classes, and strangers to the blood. 


It should be noted that the above classification of 
beneficiaries is more restricted as to Class A than the 
majority of the provincial acts. 


EXEMPTIONS AND RATES 


No duty is payable on estates not exceeding $5,000, 
or on bequests not exceeding $1,000 to any one indi- 
vidual. 

Widows are exempt up to $20,000 plus $5,000 for 
each dependent child, unless the child also benefits, in 
which case the exemption for such child is $5,000 less 
the amount of the benefit. 


A child is exempt to the extent of $5,000, but in the 
case of a child having no surviving parent the exemption 
is $15,000, in addition to the $5,000 referred to above. 
If there is more than one such dependent orphan the 
$15,000 exemption is apportioned among them. 


The exemptions to widows and children are deducted 
from the dutiable value (the rate of duty being deter- 
mined before deduction) and duty is payable on the 
excess only when the limit is passed. This is an impor- 
tant variation from the provincial acts, where, with 
the exception of British Columbia, a “starting point” 
type of exemption is used, the whole being taxable when 
the limit is exceeded. 

Exemption is granted on gifts transferred before 
April 29, 1941, if the recipient received full possession 
at the time of transfer and the donor (the deceased) did 
not retain any beneficial interests or rights in respect 
of property transferred. 

Property on which gift tax has been paid under the 
Income War Tax Act is exempt except to the extent 
by which the duty payable exceeds the gift tax paid. 

Property passing by succession to a Canadian charit- 
able organization, operated not for gain is exempt to 
an amount, not exceeding 50 per cent of the aggregate 
net value of the estate, and property passing to the 
. benefit of the Dominion of Canada or any Province or 
political subdivision thereof is exempt. 

In addition provision is made for increased exemp- 
tions and reduced tax in case of those dying as a result 
of war service, while specific exemptions are granted 
on certain types of property (e.g. consular property) 
and war pensions. 

The rate schedule was established with due regard to 
the rates in effect in the various provinces, and was 
probably to some extent influenced by the cumulative 
effect of the new Dominion, plus the provincial tax, in 
those provinces which had relatively high rate structures. 

The rate of tax is determined by the size of the 
estate, the size of the amount which the individual 
receives, and by the relationship of the beneficiary to 
the deceased. Relatively more emphasis is laid upon 
the ‘amount received by the individual than under the 
provincial acts. The initial rates dependent on aggre- 
gate net value start at one half of 1 per cent, applicable 
on estates in excess of $25,000, and increase by totality 
until the maximum rate of 10 per cent is reached on 
estates exceeding $5,000,000 aggregate net value. The 
additional rates dependent upon dutiable value, and 
determined by the size of the individual bequest and 
the relationship of the recipient to the deceased, start 
at 2 per cent on successions of a dutiable value exceeding 
$5,000 to Class A beneficiaries, and 1 per cent, 2 per 
cent, and 2-5 per cent on successions in excess of $1,000 
to Class B, C and D beneficiaries respectively. The 
additional rates increase by totality until a maximum 
rate of 17 per cent is reached upon a dutiable value in 
excess of $5,000,000, $3,000,000, $2,000,000 and $1,500,- 
000 for beneficiaries in Classes A, B, C and D respec- 
tively. 

The progression in both initial and additional rates 
is quite gradual and a detailed table of rates of duty 
appears as the First Schedule of the Dominion Succes- 
sion Duty Act. 

Examples of the incidence of both Dominion and 
provincial duties on estates of various sizes, and upon 
different classes of beneficiary are presented in Part II 
of this study. 


REVENUES 


Table 12, based upon the statistics of succession duty 
‘assessments of dutiable estates, as prepared by the 
statistical section of the Taxation Division, Department 


of National Revenue, presents details of succession duties 
assessed under the Dominion Succession Duty Act for 
the year ended March 31, 1944. The Table records 
succession duty assessments amounting to $12,719,000 
while the Dominion revenue from this source for the 
year ended March 31, 1944, as shown on Table 10 was 
approximately $15,000,000. This difference will be repre- 
sented in estates not assessed at the close of the fiscal 
year. 

Estates which might be described as small and 
moderate in size, being those up to $50,000, comprise 
approximately $117 millions or 52 per cent of the total 
value of estates included in the report but only 20 per 
cent of the reported duties came from these estates. 
Of the total estate value of $117 millions in this class, 
$27 millions is non-dutiable and presumably a large part 
of this non-dutiable total is comprised of the exemptions 
allowed Class A beneficiaries. 


ROYAL COMMISSION REPORT 


By Order in Council P.C. 8679 dated November 13, 
1944, a Royal Commission was appointed, its function 
in part being: 

“To investigate and report upon the taxes imposed 
under laws in force in Canada, on income and succes- 
sions or inheritances arising upon the death of a person 
owning a substantial proportion of the shares of a 
private corporation, or a closely held corporation which 
has accumulated an earned surplus, and to consider 
whether under any circumstances there should be an 
abatement of the tax liability, and, if so, under what 
circumstances and to what extent there should be such 
abatement’. 

The report of the Commission has been issued under 
date of March 29, 1945. The following is the Summary 
of Recommendations presented by the Commission in 
regard to the above terms of reference: 1 


SUMMARY OF RECOMMENDATIONS 


1. That the companies to which these recommenda- 
tions apply be those which, in general, come 
within the definition of a private company as 
provided in the Dominion Companies Act. 

2. That capitalization or distribution of surpluses 
earned prior to the end of the 1939 fiscal year be 
permitted on payment of a special tax by the 
company, which will approximate the tax that 
would have been paid by the shareholders had 
the surplus been distributed) year by year as 
earned. 

3. That to accomplish this objective a graduated 
rate of tax be applied to the amount of the distri- 
bution or capitalization made or accruing to each 
shareholder—the minimum rate being 15 per 
cent on amounts up to $25,000, and the maximum 
being 33 per cent on amounts in excess of $400,000 
to any one shareholder. 

4. That permission to capitalize or distribute such 
surpluses be available for a period of two years 
from the date that the plan is made law. 

5. That the refundable portion of excess profits tax 
be made available to apply in part payment of 
the special tax. 


1A Memorandum of Reservations on certain matters was 
presented by Dr. D. A. MacGibbon, a member of the Commission. 


6. That on the reorganization of a private company 
which involves a change in beneficial ownership, 
or on the winding up or discontinuance of busi- 
ness of any such company, the undistributed 
Income which is deemed to be the payment of 
a dividend under the present law be reduced by 
an amount equal to 20 per cent of the income 
after tax earned in the 1940 and subsequent 
taxation years. 


2. PROVINCIAL SUCCESSION DUTIES 


HISTORY 


Death duties were first levied by New Brunswick, 
Ontario, Nova Scotia and Quebec in 1892, by Manitoba 
in 1893, by British Columbia and Prince Edward Island 
in 1894, and by the Northwest Territories in 1903. The 
latter statute was continued in force by Saskatchewan 
and Alberta when these provinces were formed in 1905. 
The original acts in all cases provided for a tax of the 
estate duty type and beneficiaries were usually classified 
as direct heirs, collaterals and strangers with differing 
rates for each class. 

Under the first Ontario Act, the revenues were for 
the support of charitable institutions in the province; 
however, included in the extensive amendments made in 
1905 was a provision that estate duty revenue should 
go to the general funds of the province. The Act of 
1892 provided for an exemption to heirs of the direct 
line if the net value of the estate did not exceed $100,000; 
when net value exceeded $100,000 and did not exceed 
$200,000 the rate was 24 per cent, and when over 
$200,000, 5 per cent. Collaterals and strangers were 
exempted only when the estate was under $10,000; if 
the estate exceeded this amount the rates of tax were 
5 per cent for collateral heirs and 10 per cent for 
strangers. 

The original Acts in Nova Scotia, New Brunswick and 
Prince Edward Island were in the same general form 
as the Ontario Act, but with lower exemption levels and 
minor rate variation. In Nova Scotia the exemption 
was $25,000 for Class A beneficiaries and $5,000 for 
others and in New Brunswick $50,000, $10,000 and 
$5,000 for Classes A, B and C respectively. The Prince 
Edward Island Act of 1894 appears to have been modelled 
upon the Nova Scotia statute but rates and exemptions 
were lower. A feature of the original New Brunswick 
Act was the provision that rates were doubled when the 
beneficiary was not a resident of the province. It is 
noteworthy that certain current provincial legislation 
makes special allowance for resident beneficiaries—e.g. 
Saskatchewan imposes additional rates on non-residents 
while the present Class A in Alberta includes only resi- 
dents of the stated degree of affinity, an intermediate 
Class B appearing for persons of the same degree of 
relationship not resident in the province. 

The Quebec law of 1892 provided for five classes of 
beneficiaries and granted exemption to direct heirs only, 
when the estate did not exceed $10,000. Tax rates set 
were 1 per cent, 3 per cent, 6 per cent, 8 per cent and 
10 per cent for the five classes of beneficiary. 

In 1893 the Manitoba Act introduced the feature of 
progressive rates, which had previously been instituted 
to a minor extent only in case of direct heirs—e.g. the 
Ontario rate of 24 per cent or 5 per cent referred to 
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above. Under the Manitoba law direct heirs were 
allowed an exemption on shares of dutiable value up to 
$10,000 and were exempt when the total value of the 
estate did not exceed $25,000. The $10,000 exemption 
was reduced by subsequent amendments and finally dis- 
appeared. Other shares were exempt on small estates. 
The rate schedule provided rates rising from 1 per cent 
on estates under $25,000 to 10 per cent on estates in 
excess of $1,000,000, and applied to all classes of bene- 
ficiary, the higher exemption being the only discrimina- 
tion in favour of direct heirs. 

The first British Columbia statute was modelled on 
the Manitoba law, with progressive rates of from 1 per 
cent to 5 per cent and exemptions of $25,000 to Class A 
beneficiaries and $5,000 to others. The shares passing to 
direct heirs were taxed at one-half rates, 


The 1903 law enacted in the Northwest Territory 
followed the usual model of Canadian death tax legisla- 
tion and was continued in force by Saskatchewan and 
Alberta when these provinces were formed in 1905. 

In 1905 Ontario added a tax based on the individual 
shares of the estate received by each beneficiary. The 
amount of this tax, which was set at progressive rates, 
and applied to direct and collateral beneficiaries, was 
governed by the size of the share, over a stated exemp- 
tion, rather than by the size of the entire estate. The 
levies imposed by the Ontario Act, and by the Acts of the 
other provinces, up to this time, had been more in the 
nature of estate taxes than true succession duties, the 
rate to be applied to the benefit being determined by the 
size of the total estate, rather than by the size of the 
individual share. The new development introduced by 
Ontario was adopted by all other provinces except Prince 
Edward Island, and levies based upon the individual 
shares received by beneficiaries were added to the exist- 
ing share-based rates. Manitoba subsequently dropped 
this form of levy, but it has been maintained, with 
frequent rate adjustments, in the other provinces, re- 
sulting in a composite type of tax which is partly an 
estate-based levy and partly determined by the size 
of the individual succession. 

It is unnecessary to detail the numerous changes and 
amendments in the death tax legislation of the individual 
provinces. In general the changes have been designed 
to increase revenues, and to define more clearly property 
subject to tax and thereby prevent evasion and increase 
the efficiency of collection. Rates have been greatly 
increased, and are in all provinces progressive by totality 
with in the majority of provinces considerable refinement 
of the schedules. The increases from bracket to bracket 
usually are expressed in fractional percentages, the in- 
tention being to avoid sudden “jumps” in the schedules. 
Similarly, the exemption limits have been generally 
lowered, and the rates adjusted so as to provide for an 
equitable impact of taxation upon the different classes 
of beneficiary. Certain transfers of property such as 
transfers or gifts made a stated interval before death or 
held to have been made in contemplation of death, are 
detailed in the relative acts and the acts provide for 
the inclusion of these items in property passing at death. 
Monies payable under policies of life insurance are com- 
monly taxable, though specific exemptions are allowed 
by some provinces. Amendments have provided for 
exemption of gifts or bequests of a charitable nature but 
such exemptions are commonly allowed only when the 
activities are carried on within the province. Other 
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amendments to existing legislation have been necessary 
to keep the enactments within the scope of provincial 
taxation power as set out in Section 92 of the British 
North America Act, namely that provincial taxation 
must be direct, and within the province. Changes and 
amendments of the latter sort have usually arisen as 
a result of decisions of the Courts. 


Evidences of the effect of the changes referred to 
in the preceding paragraph will appear in the discussions 
of present rate schedules, application, exemptions, etc., 
in this study. 


APPLICATION 


Broadly speaking, succession duties in the various 
provinces are levied upon all the property of a de- 
ceased person which is situated within the province, 
regardless of the place of domicile of the deceased, and 
of whether the property passes to a resident or non- 
resident beneficiary, and, when the decedent was domi- 
ciled within the province, also upon all property, ex- 
cept real estate, situated without the province but pass- 
ing to a resident beneficiary. 


To be intra vires, provincial taxation legislation 
must, under Section 92(2) of the British North 
America Act be “Direct taxation within the province”. 
In the opinion of the Courts, a direct tax must meet 
the definition laid down by John Stuart Mill in his 
“Principles of Political Economy”, namely “A direct 
tax is one which is demanded from the very persons 
who it is intended or desired should pay it”. Provin- 
cial succession duty legislation conforms with this defi- 
nition by making it clear that the taxes are demanded 
from those who will ultimately bear them, that is, 
from the beneficiaries. It should be added, however, 
that amendments have been made to a number of 
provincial succession duty acts as a result of legal 
decisions where the courts have held that the tax 
imposed was exigible against other persons as, for 
example, the executors of the estate. In such event, 
the tax has been held to be indirect and hence ultra 
vires provincial authority. Important cases bearing 
upon this point have been “Cotton v. The King” 
(1914, A.C. 176), the decision in which resulted in 
amendments to the Quebec Succession Duties Act of 
1906, and ‘Provincial Treasurer of Alberta v. Kerr”, 
(1933, A.C. 710). The latter decision caused important 
revisions in the Alberta statute. 


Insofar as taxation “within the province” is con- 
cerned, it has been held by the Courts that the subject 
matter of the tax must be within the province. In 
order, therefore, to encompass within the tax structure 
the property previously outlined, it has ‘been neces- 
sary for the provinces to frame their statutes so that 
the tax is at times imposed upon the property and at 
times upon the transmission of the property within the 
province. In effect, the provinces have been able to 
tax property having its situs within the province by 
making the property itself the subject matter of the 
tax, while intangibles without the province are taxed 
upon transmission, 

The definitions of property and property passing 
upon death, under the provincial succession duty acts 
have been made extremely comprehensive, with the 
twofold intention of increasing death duty revenue and 
preventing tax avoidance and evasion. It would be 
impossible to discuss in limited space the varied provi- 


sions in the different acts regarding “property passing” 
and the following outline will present a general sum- 
mary of property to which the several succession duty 
acts apply. 


The most common form of property passing on death 
is the real and personal property of the decedent owned 
by him at the date of death and passing under will or 
upon intestacy. Succession duty is payable upon real 
and personal property included in the above and situated 
within the province, and generally upon intangible 
property having its situs outside the province but pass- 
ing to a resident beneficiary. However the rate of tax 
for the estate-based levy is determined by the value 
of all the property passing even though part of the 
estate situated outside the province may not be taxable. 


Monies payable under policies of insurance are in- 
cluded in the value of the estate, subject to stated 
exemptions in certain provinces which will ‘be referred 
to later, and property passing also includes annuities, 
pensions, etc. to the extent that a benefit therefrom 
passes to any person. 


Property owned jointly, except to the extent that the 
survivor(s) have contributed towards their interest in 
the property, and property in which the deceased had 
an interest, or of which he was competent to dispose 
by will or otherwise, and, broadly speaking, any con- 
tinuing or transferable rights to or interest in estates, 
trusts, etc., are all included in the aggregation of an 
estate. 


In addition, property passing on death includes a 
large group of items referred to under the Ontario Act 
as “Dispositions”. The Ontario Legislation is probably 
the most comprehensive of all provincial acts in this 
regard and, generally speaking, provides that all gifts 
and transfers, unless made for full consideration, are in- 
cluded in property passing. Similar provisions appear 
in the Acts of the other provinces. Among the more 
important items included in the above category are 
deathbed gifts, gifts ‘inter vivos’ and various kinds of 
trusts created during the lifetime of the decedent. 


The property in respect of which death duties are 
levied is determined according to the general rules out- 
lined above and upon valuation comprises the total 
value of the estate. Under all the provincial succession 
duty acts, certain deductions are allowed in determining 
what is variously known under the acts as aggregate 
value, aggregate net value, or net value of the estate. 
These deductions are practically the same in all prov- 
inces and comprise debts and encumbrances, reasonable 
funeral expenses and probate fees and expenses. ‘The 
aggregate value so determined is the value for purposes 
of succession duty. Provision is made for the prora- 
tion of the debts, etc., if only a part of the total estate 
is dutiable within the relative jurisdiction. 


British Columbia provides for the deduction of the 
provincial Probate Duty in determining the net value 
of the property and brief mention of this tax should be 
made here. The tax is levied upon property within the 
province in respect of which letters probate or letters 
of administration are granted by any Court in the 
Province. Property passing to the wife or child is 
exempt and rates applying to other persons are as 
follows: 


Property passing to father, mother, husband, bro- 
ther, son-in-law or daughter-in-law—1 per cent. 


Property passing to any persons other than previous- 
ly mentioned classes—5 per cent. 

As the impact of the British Columbia Probate Duty 
is relatively light, it has been ignored in the computa- 
tion of British Columbia death taxes in the examples 
contained in this study. 


EXEMPTIONS AND RATES 


A summary of the more important exemptions 
granted by the various provinces, with the Dominion 
added for purposes of comparison, is presented as Table 


The information contained in Table 1 has been 
assembled so as to show the general exemption, if any, 
granted in each jurisdiction, this exemption being the 
amount below which no duty is levied—i.e., if the net 
value of the estate is not in excess of the figure set out 
in the general exemption column, then no duty is levied 
on bequests to any class of beneficiary. The “class” 
headings follow those adopted by the Dominion Act and 
it should be noted that the Dominion Class A is more 
restricted than under most of the provincial Acts (except 
Prince Edward Island and Nova Scotia), the most pre- 
ferred groups in the majority of the provinces corres- 
ponding quite closely to the Dominion Classes A and B. 

Six provinces, namely, New Brunswick, Quebec, 
Ontario, Manitoba, Saskatchewan and British Columbia 
have three classes of beneficiary, and have adopted 
generally comparable classifications as follows: 

Class 1—Wife, child, husband, parent, son-in-law or 

daughter-in-law. 

Class 2—Lineal ancestors or descendants not in- 
cluded in the above, brother or sister or 
their children or grandchildren, uncle or 
aunt, 

Class 3—Others. 

These classifications vary in minor degree in the 
provinces mentioned, thus Quebec and Ontario extend 
Class 1 to include grandparents and grandchildren, and 
Saskatchewan and British Columbia include grand- 
children in the most preferred class. Manitoba, on the 
the other hand restricts Class 1 by dropping son-in-law 
and daughter-in-law to the next category. 

Prince Edward Island also adopts three classifica- 
tions, but the preferred group is the most restricted of 
any province. A widow with dependent child or a 
dependent child under 21 years of age or infirm, com- 
prise Class 1. A widow without dependent child, child- 
ren not dependent, father, mother, brother, sister, grand- 
child, step-child, or son or daughter-in-law are Class 2 
beneficiaries, while all others are Class 3. 

Nova Scotia and Alberta have four classes, the Nova 
Seotia Class 1 being in effect a special category for 
widow with dependent child or a dependent child. 
Classes 2, 3, and 4 then follow the usual model outlined 
in respect of the first six provinces discussed previously. 
Alberta also follows the common classification by degree 
of consanguinity, Class 2 in Alberta being a special 
category for persons of the most preferred class, not 
resident in the province. 

It should be noted that the general exemptions listed 
in Table 1 and ‘the exemptions granted to beneficiaries 
of different class, with the exception of the Class A 
exemptions under the Dominion and British Columbia 
Acts, are of the type which might be known as “starting 
point” exemptions. Duty is payable upon the entire 
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estate or succession when the limit is passed. British 
Columbia and the Dominion differ in that the exemption 
in case of Class A beneficiaries is deducted and duty is 
payable upon the excess. The starting point type of 
exemption is perhaps more common to Canada than 
elsewhere, though the United Kingdom and New South 
Wales both use it; on the other hand the “deductible” 
exemption commonly appears in the legislation of the 
American States and in the United States (Federal), 
New Zealand and Australia (Federal) Acts. 

No exemption is shown under the Class C heading 
for Prince Edward Island, the Class 2 beneficiaries in 
this province appearing on the table under Class B 
which is considered the most similar class. However 
the Prince Edward Island Class 2 includes brothers and 
sisters of the deceased and to this extent a $5,000 
exemption also applies under the Class C heading in 
Table 1. 

Table 1 has dealt mainly with the generally com- 
parable exemptions allowed to beneficiaries by all 
provinces. Brief consideration will now be given to 
certain other important exemptions and allowances in 
different provinces. 

Bequests and donations for charitable, religious or 
educational purposes are commonly exempt from duty, 
in some provinces without limit, and in others up to 
stated amounts. A usual restriction placed upon this 
type of exemption is that the work for which the 
bequest is made must be carried on within the province. 
Gifts or bequests to the relative province or to certain 
provincial institutions, e.g., a provincial university, are 
also exempt. 

Proceeds of life insurance policies payable to pre- 
ferred beneficiaries are exempt for stated amounts in 
some provinces. The maximum allowance in British 
Columbia is $25,000. Nova Scotia and Saskatchewan 
exempt amounts up to $5,000, while in Manitoba an 
exemption of $5,000 is extended to the widow or to a 
child under eighteen years of age, or to both widow and 
child. The amount is increased to $10,000 if the deceased 
leaves surviving him a wife and more than one depen- 
dent child, or two or more dependent children. 

Most provinces now provide for exemption of certain 
gifts “inter vivos” and similar dispositions; examples 
being the Saskatchewan exemption of gifts to near 
relatives made at least three years before death and 
not exceeding $15,000, and the Ontario provisions ex- 
empting dispositions made thirty years before the death 
of the donor and absolute gifts to any member of the 
deceased’s family made more than twenty years before 
death. 

The maritime and prairie provinces exempt life 
insurance monies earmarked for payment of succession 
duties except to the extent that the proceeds exceed the 
amount of duty. The usual requirement is that the 
policy be made expressly payable to the Provincial 
Treasurer of the province. 

The rates in each province will now be considered. 
The minimum rate and maximum rate applicable to 
each class of beneficiary will be presented, together with 
the amount upon which each applies. This method is 
adopted because the rate schedules are quite long and 
the rates are progressive by totality and therefore are 
not readily summarized. In all cases the rates are 
those effective as of May 1945 and are the rates used 
in the examples in following sections of the study. 
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Prince Edward Island 


The current legislation is Cap. 59, Statutes of 1940, 
as amended. 
The rate of duty depends upon: 

1. The aggregate value of the property. 

2. The relationship of the deceased to the 
beneficiary. 

Beneficiaries are divided into the following classes: 

Class 1—Wife with dependent child, or a depen- 
dent child. 

Class 2—Father, mother, brother, sister, grand- 
child, daughter-in-law, son-in-law, husband, wife 
without dependent child, child not dependent or 
stepchild. 

Class 3—Any other person. 


RATES 
— Class 1 Class 2 Class 3 
Minimum rate......... % 13 24 10 
Aggregate value......]$6 10,001 SOOT acres Gears 
Maximum rate......... % 5 10 20 
Aggregate value...... $1,000,000 1,000,000 1,000,000 


The following proviso appears in respect of Class 3 
beneficiaries. ‘Provided that in estates of which the 
aggregate value does not exceed twenty thousand do!- 
lars the rate of duty payable by nephews and nieces of 
the deceased shall be one-half the rate prescribed by 
sub-sections (a) and (b) respectively.” To the above 
extent the Class 3 minimum rate is 5 per cent. 

The Prince Edward Island rate schedule is note- 
worthy in that above $1,000,000 the rate decreases; 
however it is probably safe to assume that the rate 
has, in fact, never been applied. Rate progression has 
not been carried to a point of refinement comparable 
with the other provinces. 


Nova Scotia 
The current legislation is Cap. 18, Revised Statutes 
of 1923, as amended. 
The rate of duty depends upon: 

1. The aggregate value of the estate. 

2. The relationship of the deceased to the bene- 
ficiary. 

3. The amount passing to the individual bene- 
ficlary. 

Beneficiaries are 
classes: 

Class 1—Wife with dependent child, or dependent 
child. 

Class 2—Grandparents, parents, wife, child not 
dependent, grandchild, daughter-in-law or son-in-law, 
and religious or charitable institutions. 

Class 3—Brother or sister, child or grandchild of 
brother or sister, brother or sister of father or mother 
of deceased or any child or grandchild of such brother 
or sister, lineal ancestors or descendants not previ- 
ously mentioned. 

Class 4—Any other person, 


divided into the following 


RATES 


“WsTATE-BASED” RATES 


— Class 1(4) | Class 2 Class 3 Class 4 
Minimum rate..... % 1/10 4 5 10 
Aggregate value.|$ 10,001 10,001 5,001 5,001 
Maximum rate..../%........ 14 22 363 


Aggregate value.|$......... 1,000,000} 1,000,000} 1,000,000 


1Class 1 is a special category, and the rates apply only 


on the smaller estates. At $75,000 the rates overtake the Class 
2 rates which apply thereafter. 


“SHARE-BASED”’ RATES 


Minimum rate..... % 3 s Leila, cipal 
Value of share...|$ 25,001 25,001 DO O01|Eeeepeeree 
Maximum rate....|%.......- 15 164.) eee eee 


Valuelor sharenea|> eee 


The stated maximums in the above table are not 
the absolute maximum, as the rate schedule provides for 
further increases in Class 2 and 3 rates but the progres- 
sion is so gradual that it is in effect insignificant. Above 
$1,000,000 the “estate-based” rates increase 1/100 of 
one per cent for each full $250,000 above $1,000,000. 
The “share-based” rates increase by 1/100 of one per 
cent for each full $500,000 over $3,000,000. In addition, 
a surtax amounting to 10 per cent of the tax payable is 
imposed by the Act. The progression is quite gradual, 
increases being by fractional percentages, within narrow 
brackets. 


New Brunswick 


The current legislation is Cap. 12, Statutes of 1934 
as amended. vail 


The rate of duty depends upon: 

1. The net value of the estate, 

2. The relationship of the deceased to the bene- 
ficiary. 

3. The amount passing to each individual bene- 
ficiary. 

Beneficiaries are divided into the following 
classes: 

Class 1—Father, mother, husband, wife, child, 
daughter-in-law or son-in-law. 


Class 2—Any lineal ancestor or descendant ex- 
cept those mentioned above, brother, sister, or child 
or grandchild of brother or sister, brother or sister 
of father or mother of deceased or any child or 
grand-child of such brother or sister. 


Class 3—Any other person. 


RATES 


“ESTATE-BASED” RATES 


—— Class 1 Class 2 Class 3 

Manimumera ve aan ae te oo % 1 1} 5 
Nett valltuemrecac eka rti tors $ 25,001 5,001 1,001 

Maximiimi rater seer crise ian: % 15 20 35 
INGhav sl Grease ay cos ened. $1 , 000 , 000 900,000) 1,500 000 


“SHARE-BASED” RATES 


RY inehaa be EMT, 6 apiece bos ow % 5/100 10/100 10/100 
Valieroi share: munn eee <|\o ee 20,001 5,001 1,001 

Mam muinnipratewnmcrs sana cranes % 13 14 10 
VallerOmehnarerisc... vbe.aeeisss $4,000,000} 2,900,000} 1,300,000 


The progression is gradual, increases being by frac- 
tional percentages within narrow brackets. 


Quebec 


The current legislation is Cap. 80, Revised Statutes 
of 1941, as amended. 

The rate of duty depends upon 

1. The net value of the estate. 
2. The relationship of the deceased to the bene- 
ficiary. 
3. The amount passing to each individual bene- 
ficiary. 
Beneficiaries are divided into the following 
classes: 

Class 1—Lineal ancestors and descendants, hus- 
band, wife, father-in-law. mother-in-law, son-in- 
law, daughter-in-law, stepfather, stepmother, stepson 
or stepdaughter. 

Class 2—Brother, sister, descendant of brother 
or sister, brother or sister of parent or child of such 
brother or sister. 


Class 3—Other persons. 


RATES 


“E\STATE-BASED” RATES 


—— Class 1 Class 2 Class 3 

Minimum@trates.,ce ceca est % 1 4 10 
Aggregate value...........-. $ §©10,001 1; 001L ere. 

Miaximumera temas sam irtenety % 15 20 30 
Aggregate value............ $1,000,000} 1,000,000; 1,000,000 


nnn Sn a 
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“SHARE-BASED”” RATES 


Minimum ate neerneettcr eter % 1 1 2 
Valuerotasharessnut mpiien i $ §©10,001 TOOU Racer tacre 

WESC br TETN ERO orice a TRO % 10 10 5 
Waltielofesharei er et $1,400,000} 1,500,000} 1,200,000 


_ The progression is gradual, increases being by frac- 
tional percentages. Thousand dollar brackets are used 
throughout the schedule. 


Ontario 
The current legislation is Cap. 1, Statutes of 1939, 
as amended. 


The rates of duty depend upon: 

1. The aggregate value of the estate. 

2. The relationship of the deceased to the bene- 
ficiary. 

3. The amount passing to each individual bene- 
ficiary. 

Beneficiaries divided 
classes: 

Class 1—Grandfather, grandmother, father, 
mother, husband, wife, child, son-in-law, daughter- 
in-law. 


are into the following 


Class 2—Lineal ancestors except those in Class 
1, brother, sister, descendant of brother or sister, 
brother or sister of deceased’s parents and descen- 
dants of such brother or sister. 


Class 3—Other persons, 


RATES 


“ESTATE-BASED”’ RATES 


— Class 1 Class 2 Class 3 

Minimumiurateswss a eacranee % 1 5 74 
Aggregate value............ $ 625,001 10,001 5,001 

Maximumira tee wate sits % 14 17 35 
Aggregate value............ $5,000,000} 1,000,000 800 , 000 

“SHARE-BASED”” RATES 

Minimum rates a.ta acess cer. % 14 241: eee ee 
VSL ObISDATC. sreen act aera $ 50,001 LOSO0L Seer 
Wiascunlnoer a bec meet ise aiieera: % 15 135); }azg oes ees 
Valuerol bares <i stele $3,000,000} 3,000,000).......... 
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In addition surtaxes of 15 per cent, 20 per cent and 
25 per cent of the amount of duty payable are imposed 
by the act upon Classes 1, 2, and 3 respectively. 

The progression is gradual with increases expressed 
in fractional percentages. 


Manitoba 

The current legislation is Cap. 21, Revised Statutes 

of Manitoba, 1940, as amended. 

The rates of duty depend upon: 

1. The aggregate value of the estate. 
2. The relationship of the deceased to the bene- 
ficiary. 

Beneficiaries are divided into the following classes: 
Class 1—Father, mother, husband, wife, child. 
Class 2—Grandfather, grandmother, grandchild, 

son-in-law, daughter-in-law, brother or sister or child 

of brother or sister. 
Class 3—Other persons. 


RATES 
— Class 1 Class 2 Class 3 
Minimum rate......... % 3/10! 24 7 
INGtivaluczmian aan $ 5,001! 1,500 1,500 
Maximum rate......... % 15 ile 25 
INetavalucaeeetrm ier $ 1,000,000 1,000,000 1,000, 000 


In addition to these rates, a surtax of 15 per cent of 
the amount of the duty payable is imposed by the act. 

The progression is gradual with increases by frac- 
tional percentages and thousand dollar brackets are 
used throughout the schedule. 

There are no “additional” or “share-based” rates in 
Manitoba, that province and Prince Edward Island being 
the only provinces which have not adopted that feature. 


Saskatchewan 
The current legislation is Cap. 50, Revised Statutes 
of 1940. 

The rates of duty depend upon: 

1. The aggregate value of the property. 

2. The relationship of the deceased to the bene- 
ficlary. 

3. The amount passing to each individual bene- 


ficlary. 

4. The domicile of the deceased and of the bene- 
ficlary. 

Beneficiaries are divided into the following 
classes: 


Class 1—Father, mother, husband, 
son-in-law, daughter-in-law. 

Class 2—Lineal ancestors other than father or 
mother, brother or sister, or descendant of brother 
or sister, brother or sister of father or mother or 
descendant of such brother or sister. 

Class 3—Other persons. 


wife, child, 


1If the deceased and the beneficiary are resident in province 
the exemption is increased to $25,000 and the initial rate of tax 
above $25,000 is 14 per cent. 


RATES! 


“PE STATE-BASED”” RATES 


— Class 1 Class 2 Class 3 
Minimum rate......... % 1 3 2 
Aggregate value...... $ 15,001 2roO 1,001 
Maximum rate......... % 16 21 37 
Aggregate value....../$ 1,000,000 3,000,000} 3,000,000 


“SHARE-BASED”” RATES 


Minimum rate......... % t Ala mate teeeneceane 
Value of share......./$ 25,001 5001 Reeeetete ree 
Maximum rate......... % 10 OI d,s vaveieuener renee 
Value of share... .|$ 3,000,000 15,000; 000) Seeman 


1If either beneficiary or descendent is domiciled outside the 
province additional rates are imposed, and these are doubled if 
both are non-domiciled. If aggregate value of estate passing to 
persons of Class 1, 2 and 3 respectively exceeds $5,000, $2,500, or 
$1,000 the respective rates are 1 per cent, 14 per cent or 2 per 
cent. In the preceding schedule resident nates are stated. 


A surtax of 10 per cent of the amount of the duty 
payable is imposed by the Act. 

The progression in the rates is gradual but is not 
refined to the same extent as in the other provinces 
(except Prince Edward Island). The smallest fraction 
used is one-half of one per cent as compared with 
hundredths of one per cent which are commonly used 
in the other provinces and as a result the brackets in 
the Saskatchewan schedule tend to be greater. 


Alberta 


The current legislation is Cap. 57, Revised Statutes 
of 1942, as amended. 

The rates of duty depend upon: 

1. The net value of the estate. 

2. The relationship of the deceased to the bene- 
ficlary. 

3. The amount passing to each individual bene- 
ficiary. 

4. The domicile of the beneficiary. 
Beneficiaries are divided into the following classes: 

Class 1—Grandfather, grandmother, father, 
mother, husband, wife, child, son-in-law, daughter- 
in-law, being a resident or residents of the province. 

Class 2—Persons mentioned in Class 1, but not 
resident in province. 

Class 3—Any lineal ancestor not included in Class 
1, brother, sister or lineal descendant of brother or 
sister, brother or sister of father or mother or any 
lineal descendant of such brother or sister. 

Class 4—Any other person. 


RATES 


*“HSTATE-BASED” RATES 


— Class 1 Class 2 Class 3 Class 4 

Minimum rate..... % 1 3 1 2 
Net value....... $ §©15,001 5,001 1,001 1,001 

Maximum rate... .]% 13 14 19 36 
Net value....... $2,000,000} 2,000,000) 2,000,000) 2,000,000 


“SHARE-BASED” RATES 


Minimum rate..... % 1 1 Lite ep eesecers Gre 
Net value....... $ §©50,001 50,001 207 00 lee 
Maximum rate... .|% 6 6 Ge eaters dc 
Net value......./$1,000,001} 1,000,001) 1,000,001].......... 


In addition to these rates a surtax of 20 per cent of 
the amount of the duty payable is imposed by the Act. 
The progression is gradual with increases by frac- 
tional percentages and thousand dollar brackets are used 
throughout the “estate-based” rate schedule. The 


“share-based” rates progress by steps of one-half of one > 


per cent and the brackets are correspondingly greater. 


British Columbia 


The current legislation is Cap. 270, Revised Statutes 
of 1936, as amended. 

The rates of duty depend upon: 

1. The net value of the estate. 

2. The relationship of the deceased to the bene- 
ficlary. 

3. The amount passing to each individual bene- 
ficlary. 
Beneficiaries are divided into the following classes: 

Class 1—Father, mother, husband, wife, child, 
grandchild, son-in-law, daughter-in-law. 

Class 2—Grandfather, grandmother, uncle, aunt, 
cousin, brother, sister or any descendant of brother 


or sister. 
Class 3—Any other person. 
RATES 
“E}STATE-BASED”’ RaTES 
= Class 1 Class 2 Class 3 

Minimum rate. as. eeer % 1 3 1 

INetayaliver we eecee $ 20,001 1,001 1,001 
Maximum rate......... % 12 15 20 

INetevaluce men asaen $ 1,000,000 1,000,000 1,000,000 
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“SHARE-BASED” RATES 


Minimum rate. ........ % 1 3 3 
Netvalucu-..... $ 50,001 25,001 25,001 

Maximum rate......... % 5 ai 7 
Net value........... $ 1,000,001} 1,000,001] 1,000,001 


In addition to these rates a surtax of 25 per cent of 
the amount of the duty payable is imposed by the Act. 

The progression is gradual with increases by frac- 
tional percentages and thousand dollar brackets are used 
throughout the “estate-based” rate schedules. The 
“share-based” rates progress by steps of one-half of one 
per cent, or one per cent, and the brackets are cor- 
respondingly greater. 


REVENUES 


By 1937 rates had reached substantially the present 
levels in the majority of provinces. Differences in 
the annual revenues in the years 1939, 1941 and 1943 
in the various provinces are therefore interesting in that 
they, to a considerable extent, reflect normal fluctuations 
in revenue which are not attributable to rate changes or 
general economic conditions. If a few very large estates 
or in the smaller provinces even one large estate passes 
through the succession duty branch in a given year the 
collections may show a considerable increase over the 
year immediately preceding. As a result it is practically 
impossible to compare yearly succession duty revenues 
on a short-term basis. In general, however, revenues 
should, in the absence of rate changes, tend to show 
relatively smaller year to year variation, the larger the 
taxing authority concerned. 

It will be noted from Table 10 that of the selected 
years, provincial succession duty revenues reached their 
highest point in 1937. The Ontario revenue for that 
year was considerably in excess of that for any other 
year tabulated. During this period Ontario was re- 
opening certain estates in a search for possible evasion 
of taxation and some revenues undoubtedly arose as a 
result of this policy. 

In Table 11, the succession duty revenues of the 
provinces for the years 1913, 1921 and 1939 are com- 
pared with the total tax revenue and the total revenue 
of the provinces in those years. The year 1939 has 
been selected for comparison with the two earlier periods 
as it seems preferable for purposes of this statement to 
use a year prior to the tax suspension agreement. 

Succession duty revenues in all provinces show an 
increase in 1921 as compared with 1913 and a further 
increase in 1939, but if the revenue is expressed as a 
percentage of total provincial tax revenue decreases are 
apparent in all cases except in the 1921 as against 1939 
comparison for Prince Edward Island and Nova Scotia. 
It is apparent, therefore, that although revisions to the 
rate structures and other factors have greatly increased 
the productivity of provincial death taxes, the increase 
has not been proportionately as great as the general 
increase in provincial tax revenues. Taxation revenue 
has become increasingly important in the provincial 
revenue picture, and the increased yield from income 
and corporation taxes and from such comparatively new 
sources as the gasoline tax has resulted in a reduction 
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in the proportion which succession duty revenue bears 
to total taxation revenue. However, a similar trend 
is not apparent if succession duty revenue is expressed 
as a percentage of total provincial revenue, the propor- 
tion in this case being more nearly constant for the years 
1913, 1921 and 1939. 

Death taxes contribute a much higher proportion of 
total provincial revenue in Quebec and Ontario than in 
the other provinces, the percentages for the year 1939 as 
shown in Table 11 being approximately 21 per cent in 
Quebec and 13 per cent in Ontario, while Manitoba with 
the highest proportion of the remaining provinces shows 
only 5:3 per cent. 


INTERPROVINCIAL AND INTERNATIONAL AGREEMENTS ! 


Bearing in mind the property upon which death 
taxes are levied in Canada, and particularly the scope 
of provincial succession duties as outlined previously in 
this section in the sub-section dealing with the incidence 
of the taxes, it can be seen that discriminatory double 
or multiple taxation may arise in Canada in this taxa- 
tion field. It may happen that personal property outside 
the province, belonging to a decedent domiciled in 
province “A” and passing to a resident beneficiary, is 
taxed by province “A” and also by the jurisdiction (an- 
other province or foreign) in which the property is 
situated. In effect the one tax is levied upon the 
transmission of the property and the other upon the 
property itself. A similar duplication of taxation may 
arise between the Dominion and a foreign jurisdiction. 
The rate of tax in such cases is based upon the value of 
the decedent’s entire estate. This form of double taxa- 
tion is discriminatory in that in the case of two estates 
of equal size it may affect one seriously and the other 
not at all, being dependent upon what might be called 
“accidents” of domicile and situs. Selected examples of 
the effect of double taxation are presented in Section 4 
of Part I of this study while certain agreements which 
were designed to reduce or eliminate the hardship will 
be considered in the following paragraphs: 

In general the Canadian succession duties acts pro- 
vide that reciprocal agreements may be entered into 
with other jurisdictions, such agreements when con- 
summated allowing certain duties paid in one province 
to be offset against those levied in another in respect 
of the same property. The usual form of such agree- 
ments is for the province of domicile to allow the tax 
paid in the jurisdiction of situs as an offset against the 
tax levied by the province of domicile against the 
“transmission”. Section 7 of The Ontario Succession 
Duty Act, 1939 may be taken as illustrative of legislative 
provisions of the above type: 

“The Lieutenant-Governor in Council may provide 
that where estate, legacy or succession duty is paid in 
any jurisdiction other than Ontario on property in 
respect of which there is a transmission, with respect 
of which duty is levied, an allowance shall be made on 
account of the payment of such duty, provided that this 
section shall apply only to such other jurisdiction as 
makes a similar allowance with respect to the Province 
of Ontario”. 

The Ontario act of 1905 appears to have been the 
first Canadian legislation to provide for reciprocity and 
similar legislation was adopted by other provinces. 


1 The historical material in this section is largely drawn from 
“Succession Duties or Death Taxes’, a study prepared by W. H. 
Wynne, October, 1938. 


During the next three decades a considerable number of 


agreements were negotiated between provinces and also 


between various provinces and foreign jurisdictions. 
Ontario advanced furthest in this field and in 1934 this 
province had agreements on a basis of reciprocity or of 
immunity from tax with British Columbia, Nova Scotia, 
Alberta, Prince Edward Island and New Brunswick, as 
well as with Great Britain and with twenty-six American 
states, the District of Columbia and the territory of 
Hawaii. During 1934, however, Ontario abrogated all 
the agreements with American Jurisdictions. 

The high point in the development of interprovincial 
agreements was reached in 1935. In addition to the 
agreements between Ontario and other provinces men- 
tioned in the preceding paragraph, Alberta and British 
Columbia had exchanged concessions and both these 
provinces had agreements with New Brunswick. Mani- 
toba, Saskatchewan and Quebee did not have reciprocity 
with any province. 

This development in the field of reciprocity ended 
in 1937 when Alberta cancelled its agreements with other 
provinces, and also abolished a credit previously allowed 
for duties paid in Great Britain. Ontario and British 
Columbia thereupon did away with their concessions to 
Alberta. Ontario at the same time (June 1, 1937) can- 
celled its agreements with other provinces. The recip- 
rocal agreement between British Columbia and New 
Brunswick, concessions granted by most of the provinces 
for death taxes paid in Great Britain, and a few isolated 
agreements between various provinces and British West 
Indian colonies were all that remained. By Orders-in- 
Council dated April 20, 1943, Great Britain cancelled 
its agreements with Ontario and Manitoba, the former 
as of September 22, 1939 and the latter as of March 6, 
1943. 


Signs of a revival of reciprocal agreements have 
appeared during 1945. Ontario and Quebec have nego- 
tiated an agreement, and Ontario has also extended con- 
cessions to Nova Scotia upon a reciprocal basis. The 
Orders-in-Council issued by Ontario covering these 
agreements are set forth in Part III. 

It should be noted that Nova Scotia grants the right 
of offset in respect of duty paid elsewhere on property 
passing on death and brought or sent into Nova Scotia. 
The duty paid elsewhere may be offset against the Nova 
Scotia duty to the extent that duty is payable upon the 
same property in Nova Scotia. If the Nova Scotia duty 
levied is the greater amount, the excess is payable in 
that province. 

Reference has been made in the first section of this 
study to the reciprocal agreement between the Dominion 
of Canada and the United States.of America. 


3. DUTIES PAYABLE ON SELECTED ESTATES 


Illustrations of the impact of Dominion and Provin- 
cial succession duty taxation upon estates of various 
size, and of the tax payable upon these estates by 
representatives of the several classes of beneficiary, . 
appear in Part II. There are innumerable possible dis- 
tributions which might be applied to any estate, and 
therefore it has been necessary to adopt some basic 
assumptions for the illustrative tables. It is assumed 
that the entire estate is in all cases situated in the 
province, that it passes to one beneficiary, that the bene- 
ficiary is resident in the province and that the amount 
of the estate is the amount passing—i.e., that no debts 


or encumbrances are outstanding. This method has 
disadvantages, a principal one being that the amount 
levied against an estate passing to one beneficiary, in a 
jurisdiction having both an “estate-based” tax and a 
“share-based” tax, will be greater than if the estate 
were distributed among several beneficiaries in the same 
class. By presuming that the entire amount passes to 
one person, the maximum tax which may be levied 
against an estate of the selected size in that classifica- 
tion is stated. This point apples to the Dominion tax 
and to that of all provinces except Prince Edward Island 
and Manitoba, the two provinces which do not have 
“share-based” levies. Further consideration will be given 
to this point and also to the question of double taxation 
when the estate is not wholly situated within the prov- 
vince later in this section after consideration of the 
following Tables: 
Table 2—Entire estate passing to Widow (without 
dependent children) resident in province. 
Table 3—Entire estate passing to Child (over 
eighteen years of age) resident in province. 
Table 4—Entire estate passing to Nephew resident 
in province. 
Table 5—Entire estate passing to Stranger to the 
blood resident in province. 
The classifications of beneficiary adopted for Tables 
2 to 5 inclusive follow the Dominion Act and the related 
provincial classification is then adapted to the Dominion 
classification. The amounts of provincial duty include 
the surtaxes imposed by certain provinces, namely: 
Nova Scotia—10 per cent of duty payable. 
Ontario—15, 20, and 25 per cent of duty payable on 
Classes 1 (Dominion A and B) 2 and 38 respec- 
tively. 
Manitoba—15 per cent of duty payable. 
Saskatchewan—10 per cent of duty payable on 
estates exceeding $20,000. 
Alberta—20 per cent of duty payable. 
British Columbia—25 per cent of duty payable. 
The percentage ratios of combined Dominion and 
provincial succession duties to the amount of the estates, 
shown in the illustrative tables, exhibit the considerable 
variance in the rates of tax imposed by the different 
provinces. Dominion rates are the same in all provinces 
and the estates in each selected bracket are assumed to 
be identical as between provinces, so that any variation 
between provinces in total amount levied on these com- 
parable estates is due to differences in the provincial rate 
structures. 


Reference was made in the opening paragraphs of 
this section to the fact that the total duty levied against 
an estate of given size may be less if several beneficiaries 
of the same class share in the estate than if the whole 
passes to one beneficiary of that class. In the following 
examples numbered 1 to 3, it will be presumed that 
estates are distributed to more than one beneficiary, and 
the duties payable under the stated conditions will be 
compared with those on an estate of similar size as set 
forth in Tables 2 to 5. 


Example 1 
An estate of $100,000 is left by will of the decedent 
as follows: 


$50,000 to widow (without dependent children). 
$25,000 to each of two sons (both over eighteen years 
of age). 


igi 


The decedent was domiciled in the province, bene- 
ficiaries are domiciled therein and the entire estate is 
situated in the province. The total duty which would 
be payable in each province and the Dominion duty 
appear in the following schedule, and the duty payable 
under conditions presumed in Table 2 appears for pur- 
poses of comparison. 

Duty payable Duty payable 


on estate on $100,000 
described in estate in 
Taxing Authority Example 1 Table 2 
Prince Edward Island ........... $10,000 $10,000 
IOVS, OCOLLA mee acercascohiecore ty aeere aye ee 6,050 7,700 
INe@wa Brunswickee. sasnee take mores 6,750 9,000 
Quebec ei ean aiterte c sepcoracrets aie 7,000 8,000 
Ontariot Stee ran ata ees ae 5,750 8,625 
Mian TOR ai ane chs Se co cere eae ares 4,600 4,600 
Saskatchewary wi cot veweeceetbeudts 4,125 5,500 
PUloteigh: Mapes Re ere Ie temic cee aoe 6,000 7,800 
Britisne Colmmibpia. 0. sce ase onenee 2,000 3,000 
Dominion of Canada ............. 4,445 5,880 ! 


17This is amount payable on $100,000 estate all passing to 
widow. As children of deceased over eighteen years of age are 
in a less preferred class than the widow the Dominion of Canada 
duties above are not strictly comparable. The duty payable on an 
estate of $100,000 all passing to one child over eighteen years of 
age would be $8350—see Table 3. 


Example 2 


An estate of $100,000 is left by will of the decedent 
as follows: 

$50,000 to nephew of decedent. 

$25,000 to each of two nieces of decedent. 

The decedent was domiciled in the province, bene- 
ficilaries are domiciled therein and the entire estate is 
situated in the province. The total duty which would be 
payable in each province, and the Dominion duty appear 
in the following schedule, and the duty payable under 
conditions presumed in Table 4 appears for purposes of 
comparison. 

Duty payable Duty payable 


on estate on $100,000 
described in estate in 
Taxing Authority Example 2 Table 4 
Prince Edward Island ............ $20,000 $20,000 
NOVae SC Oar tne. cette a tiata nea ces 16,775 18,150 
Neva biimswi CKass.ceyaeis aaa saraicne 14,875 16,500 
ADO CO me tie Been ciate teierciet ones, Meme 13,500 16,000 
Omnia rionagec haben aon ees tars 17,730 18,240 
Manitoba sien docs tee eae 13,800 13,800 
Saskatchewan beyahoneeka see ack 12,925 14,300 
Alibertar, ama tactii an oiern ten eae 13,800 15,600 
Wioyntslwe (Cre) hen sh See han oes beebeee 10,313 11,875 
Dominion of Canada ............. 6,600 9,350 
Example 3 


An estate of $100,000 is left by will of the decedent 
as follows: 

Legacies of $50,000, $25,000 and $25,000 to 
strangers to the blood. 

The decedent was domiciled in the province, bene- 
ficiaries are domiciled therein and the entire estate is 
situated in the province. The total duty which would 
be payable in each province, and the Dominion duty 
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appear in the following schedule, and the duty payable 
under conditions presumed in Table 5 appears for pur- 
poses of comparison. 

Duty payable Duty payable 


on estate on $100,000 
described in estate in 
Taxing Authority Example 3 Table 5 

Prince Edward Island ............ $20,000 $20,000 
INOW Si a SC OUANeee eaeloe aleneerecuniaia crs 20,350 20,350 
New, Brunswick tneenseceercne: 22,875 24,500 
QiiSIbOG myc. Rat etekates thonacses ora beeline 22,000 22,000: 
(OilrbelOn anne on ou eR Aco baa aee 21,875 21,875 
Mamitobagecss simon ace seins ordre 16,100 16,100 
Saskatchewasiam wee cosets ccc. 15,950 15,950 
HAD Gries, pace mete ee, “evasion ats PRIS 20,400 20,400 
Britishs “Columibiay ven sci aerieciests 16,563 18,125 
Dominion of Canada ............ 7,350 10,350. 


The schedules accompanying Examples 1, 2 and 3 
exhibit the effect of a distribution of the estate among 
several beneficiaries of the same class. In jurisdictions 
imposing both a tax based on the aggregate value of the 
estate and one based upon the individual shares, the 
total amount levied is decreased when the estate passes 
to more than one beneficiary of the given class. In 
Examples 1 and 2 a decrease occurs in all provinces 
except Prince Edward Island and Manitoba; these two 
provinces do not impose a “share-based” tax and the 
amount of duty is therefore unchanged. In Example 3 
only New Brunswick and British Columbia show a 
decrease from the amounts shown on Table 5. These 
provinces and Quebec are the only provinces which 
impose a “share-based” duty upon the most remote class 
of beneficiary. In Quebec the additional rate is a 
“flat” two per cent on amounts up to $100,000 and the 
amounts of duty in the example are therefore the same. 
The Dominion of Canada tax is reduced in all examples, 
and the decrease is in general proportionately greater 
than in the provinces. The Dominion Act imposes a 
“share-based” tax upon all classes of beneficiary and, 
as compared with the provinces, the Dominion places 
more importance upon the rates based on individual 
shares. 


It follows that if an estate is so situated that duty 
is levied upon it by only one province and the 
Dominion, then the rates applicable when the entire 
estate passes to one beneficiary of the most remote 
class are the maximum rates which will be levied 
upon it. 

Example 4 


This example deals with duties levied upon an 
estate passing to beneficiaries of more than one class. 
The statistics of succession duty assessments of dutiable 
estates as prepared by the statistical section of the 
Taxation Division, Department of National Revenue 
for the years ending March 31, 19438, and 1944, show 
that of the total dutiable successions reviewed by the 
Division 70 per cent to 75 per cent in dollar value pass 
to beneficiaries in Classes A or B and approximately 
20 per cent to Class C, the remainder going to class D 
and charities. These percentages do not necessarily 
have any relationship to the distribution of any indivi- 
dual estate; however, they suggest an arbitrary distribu- 
tion which has been adopted for the following example. 


An estate of $100,000 is left by will of the decedent 
as follows: 

$70,000 to widow (without dependent children) 

$20,000 to nephew of decedent. 

$10,000 to a stranger to the blood. 

The decedent was domiciled in the province, bene- 
ficiaries are domiciled therein and the entire estate 
is situated in the province. The amount of duty 
payable in each province, and the Dominion duty 
payable, in respect of each succession, together with 
the rate of tax expressed as a percentage of tax to 
succession are presented in the following schedule: 


Widow Nephew Stranger 


Taxing Authority 


Prince Edward Island.| 7,000) 10-0) 4,000) 20-0) 2,000) 20-0 
INOVarocotiaa eee 4,928) 7-0} 3,245) 16-2) 2,035) 20-4 
New Brunswick....... 5,670} 8-1] 2,800) 14-0} 2,100} 21-0 
Quebec...............] 5,890) 7-7) 2,560) 12-8) 2,200) 22-0 
Ontario’ oe ere 5,555) 7-9) 3,504; 17-5) 2,188) 21-9 
Manitobarnesene ree 3,220) 4-6] 2,760} 13-8] 1,610) 16-1 
Saskatchewan......... 3,465) 5-0} 2,530) 12-7] 1,595) 16-0 
Alberta ters see nee 5,040) 7-2] 2,640} 13-2} 2,040) 20-4 
British Columbia...... 1,875} 2-7} 2,000} 10-0) 1,625) 16-3 
Dominion of Canada. .| 3,150} 4-5) 1,150} 5-8) 585) 5-9 


In the above example the rate of tax in every prov- 
ince increases substantially as the class of beneficiary 
becomes more remote, while the increase is much less 
marked in the Dominion rates. In the Budget Speech 
of April 29, 1941, the Minister of Finance, in intro- 
ducing the Dominion succession duty legislation, said: 
“The rate of tax will be determined mainly by the size 
of the amount which the individual receives, but also 
by the size of the estate itself, and the relationship of 
the beneficiary to the deceased. In determining the 
rate, we are laying more emphasis upon the size of the 
amount received than do the provinces, does WeX:) 
effect of this emphasis upon the individual benefit under 
the Dominion Act is clearly shown in Example 4, where 
the widow receives the largest share and the effective 
rate on this share is proportionately higher as compared 
with the rate charged to the nephew than are the cor- 
responding rates in the provinces. 


4, SELECTED EXAMPLES OF DOUBLE 
TAXATION 


Double taxation may be defined as taxation of the 
same person or thing twice by different jurisdictions 
or even by the same jurisdiction. Thus the taxation of 
estates by a Canadian province and by the Dominion 
is a form of double taxation. There is nothing basically 
unfair in taxation of this kind, so long as it applies 
equally to all similarly situated taxpayers. 

Unfortunately the form of the death tax legislation 
in the various provinces has resulted in another sort of 
double or multiple taxation, which is discriminatory in 
that some taxpayers in a class are taxed once while 
others are taxed more than once. This situation arises 
when the domicile of the decedent and the situs of the 
property do not coincide and as a result the estate, or 


portions of it, are subjected to taxation by the two 
jurisdictions; one imposing duty upon the transmission 
of the succession(s) and the other upon the property 
itself. Reference has been made elsewhere to the dual 
character of Canadian succession duty legislation which 
in general imposes a tax which is a composite of an 
estate tax and a succession duty, while the develop- 
ment of the provincial legislation with its resultant 
problem of double taxation has been outlined in Section 
2 of Part I in the subsection dealing with interprovincial 
and international agreements. Some examples of this 
discriminatory form of double taxation are now pre- 
sented. In the examples the Dominion duty will be 
ignored, except to state the amount which would be 
levied, as the amount of the duty does not vary as a 
result of provincial domicile or situs. 


Double Taxation—Example 1 


A decedent domiciled in Alberta leaves an estate of 
$100,000 to his widow, who is also domiciled in Alberta. 
Included in the estate is intangible property consisting 
of shares in Ontario corporations. These corporations 
have their head office and only transfer agency in 
Toronto. This portion of the estate is valued at 
$70,000. 

In the above case Alberta succession duty would be 
payable upon the whole estate. The duty upon an estate 
of $100,000 passing to a beneficiary of Class 1 would 
be at a rate of 5 per cent plus an additional levy of 14 
per cent or a total rate of 64 per cent. The duty there- 
fore would be 64 per cent of $100,000, or $6,500, to 
which would be added a surtax of 20 per cent. The 
total Alberta duty would be $7,800. 


Ontario would also levy succession duty upon this 
estate, in respect of the intangible property situated in 
the province. The rate of duty would be based upon 
the aggregate value of the estate, namely, $100,000. 
This rate would be 5 per cent plus an additional levy of 
of 24 per cent or a total rate of 74 per cent. The duty 
therefore would be 74 per cent of $70,000 (the value of 
the property situated in Ontario) or $5,250, to which 
would be added a surtax of 15 per cent. The total 
Ontario duty would be $6,038. 

The total provincial succession duties levied upon the 
estate would be $7,800 plus $6,038, a total of $13,838. 
If the entire estate were taxable in only one of the two 
provinces the duty would be $7,800 or $8,625 in Alberta 
or Ontario respectively. In all cases an amount of 
$5,880 would be levied under the Dominion Act. 


Double Taxation—Example 2 


Circumstances are as in the first example except that 
the $70,000 intangible property is composed of shares as 
follows: 

Ontario “situs’”’ —$25,000 
Quebec ‘situs’? —$25,000 
Manitoba “situs” —$20,000 

In this case the Alberta Tax would be $7,800 as in 
the previous example. 

Ontario duty would be levied at the same rate as in 
the first example, but the rate would be applied to the 
amount of $25,000 The duty would be 74 per cent of 
$25,000, or $1,875, plus a 15 per cent surtax, a total 
duty of $2,156. 


19 


Quebee would levy duty upon the amount of $25,000 
in respect of the intangible property situated in that 
province. The rate of duty would be based upon the 
aggregate value of the estate, namely, $100,000. This 
rate is 6 per cent plus an additional rate of 2 per cent 
and the duty would therefore be 8 per cent of $25,000 
or $2,000. 

Manitoba duty at a rate of 4 per cent, the rate 
applicable to an estate $100,000 passing to a preferred 
beneficiary, would be levied upon $20,000. The amount 
payable would be $800 plus a surtax of 15 per cent, a 
total of $920. 

In this example the total provincial duties would be 
$12,876, which is less than in the first example due to 
variation in the rates in different provinces, but still 
very substantially in excess of the amount which would 
be levied in any one province only on an entire estate 
of this size. As in the previous example the Dominion 
duty would amount to $5,880. 

The preceding examples are sufficient to illustrate the 
possible severity of the impact of double taxation upon 
certain estates. An estate of identical size but with 
details of domicile and situs of assets different might 
very probably be taxable in only one of the jurisdictions 
used in the examples. 

It should be noted that the examples used are for 
illustrative purposes only and that double taxation is, 
with few exceptions, possible to some degree in all 
Canadian jurisdictions and may also involve a Canadian 
taxing authority and a foreign state. Important excep- 
tions to be noted however are reciprocal arrangements 
recently concluded between Ontario and Quebec and 
Ontario and Nova Scotia and similar agreements 
between New Brunswick and British Columbia and New 
Brunswick and Prince Edward Island. The first men- 
tioned agreement is particularly important in that a 
large proportion of Canadian corporations are located 
in one or the other of these provinces. The existence of 
the Reciprocal Tax Convention between the Dominion 
of Canada and the United States of America, previously 
referred to in Section 1, should also be mentioned here. 

The examples have probably exaggerated the general 
impact of double taxation, in that shares of capital 
stock, which are probably the estate asset most liable 
to this form of taxation, form a large part of the total 
assets in the examples. Nor are shares (and other per- 
sonal property) necessarily subject to double taxation 
as only in certain cases is there a conflict of domicile and 
situs. However, as indicative of the fact that the prob- 
lem may in certain cases be a serious one, it should be 
added that the statistics on succession duty assessments 
of dutiable estates as prepared by the statistical section 
of the Taxation Division, Department of National 
Revenue, for the fiscal years ended March 31, 1943, and 
1944, show that shares comprised 16-1 per cent and 21-4 
per cent respectively of the total assets in the estates 
assessed. 


5. SUCCESSION DUTIES IN FOREIGN 
COUNTRIES 


In this section the amount of death taxes payable 
on estates of representative amount in Australia, the 
United States of America and the United Kingdom will 
be compared with those payable on similar estates in 
selected Canadian provinces. 
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Australian succession duties are similar to Canadian 
in that the taxes are imposed by the federal govern- 
ment and also by each state. The Australian legislation 
in general imposes taxes which are of the estate rather 
than succession duty type, the rates being based on 
the whole value of the estate, with concessions granted 
preferred beneficiaries mainly through exemption limits. 
Under the Australian federal act the exemptions are of 
the “deduction” type similar to the exemptions granted 
Class A beneficiaries under our Dominion Act, rather 
than the “starting point” exemption which is more 
common to Canadian legislation. The exemptions 
allowed under this Australian act are also interesting in 
that provision is made for a decrease in the exemption 
as the size of the estate increases, the exemption finally 
being completely absorbed. The Australian ‘Estate 
Duty Assessment Act’’ allows death taxes paid under 
any state act as a deduction in determining the estate 
value. The definition of “debts” which may be deducted 
is as follows:— 


“Debts include probate and succession duties 
payable under any State Act, but does not include 
voluntary debts”. 

The Australian federal tax is an estate tax and after 
the exemptions applying to preferred beneficiaries are 
absorbed, the rates (on larger estates) are the same on 
an estate of equal size passing to any class of bene- 
ficiary. As a result of this, and of the allowance of 
state death taxes as a deduction from estate value, it 
follows that in considering the combined federal plus 
state taxes, the amount of federal tax may on the larger 
estates be less on an estate passing to a remote bene- 
ficiary than on a similar estate passing to a near 
relative. This point arises if the state levy is materially 
higher on different classes of beneficiary. Thus it will 
be noted in the following tables which present com- 
bined Australian federal and New South Wales taxes 
on selected estates, that the New South Wales tax be- 
comes greater as the beneficiary becomes more remote. 
However, as a result of the deduction of this New South 
Wales tax from the estate value before computation of 
the federal tax, the federal tax on estates in excess of 
$50,000 decreases as the relationship of the beneficiary 
to deceased becomes more remote. The combined tax 
in the examples, however, is always higher on the less 
preferred beneficiary. 

The Australian federal tax rates used in the examples 
are those imposed by the “Estate Duty Act” as amended, 
the rates being those in effect in 1944. The New South 
Wales rates are those imposed by the “Stamp Duties 
Assessment Act 1939”, as contained in the booklet en- 
titled “Rates of Taxation” 1943 Edition, published by 
the Taxpayers Association of New South Wales (Inc.). 

In the United States, death taxes are levied by the 
federal government and also by the individual states. 
The federal law imposes an estate tax, with relatively 
high exemption limits and rates which are progressive 
by bracket. This is a noteworthy variation from the 
Canadian acts, under which the progression is by totality. 
Another important difference from the Dominion Suc- 
cession Duty Act is that under the American federal 
statute, inheritance taxes paid in the various states are 
allowed, within specified limits, as a deduction from the 
federal tax. The rates used in the examples are those 
imposed under Revenue Code Sections 810 and 935 and 
are the 1944 rates. The State of New York rates are 
also the present (1944) rates. 


1 Extract from Section 3, the Estate Duty Assessment Act. 


Death taxes in the United Kingdom are levied by 
the central government only. Both estate and succes- 
sion duties are levied, the estate duty rates being much 
more severe and the greater part of inheritance tax 
revenue coming from this source. United Kingdom 
exemptions are very low, the exemption from estate 
duties being estates under £100. Estate duties paid are 
allowed as a deduction in calculating succession duty. 
The rates used in the examples are the current rates 
introduced by the 1940 Budget—F. (No. 2) A. 1940. 

In comparing Canadian sucéession duties with those 
of foreign countries it has been necessary to select cer- 
tain provinces or states whose taxes combined with the 
federal duty will present a general picture of the impact 
of these taxes. In the following table, the Canadian 
provinces of Quebec, Ontario and British Columbia 
have been selected, the first two because a large pro- 
portion of Canadian succession duty revenue is collected 
by those two provinces, and British Columbia largely 
because rates there tend to be lower than in the other 
provinces, particularly upon estates of medium size. 
For Australia and the United States, the states of New 
South Wales and New York have been selected, these 
being among the larger and more populous states in the 
respective countries. 

The rate schedules have been converted to terms of 
Canadian dollars as follows:— 

Australia—at $3.50 to the £. 
United Kingdom—at $4.45 to the £. 
United States—dollar for dollar. 

In all the examples it is presumed that the bene- 
ficiary is resident in the province or state and that the 
entire estate passes to the one beneficiary. 

The amount of estate is the aggregate net value, i.e., 
after deduction of debts, ete. 

Illustrative tables as follows are presented in Part IT: 

Table 6—Estate all passing to Widow, without de- 

pendent children. 

Table 7—Estate all passing to non-dependent Child. 

Table 8—Estate all passing to Nephew. 

Table 9—Estate all passing to Stranger-to-the-blood. 

The tables disclose the fact that greater emphasis is 
placed upon the relationship of the beneficiary to the 
decedent in Canada than in the selected foreign juris- 
dictions. As compared with Australia (plus New South 
Wales) and the United Kingdom, the Dominion, Ontario, 
Quebec and British Columbia all grant a much more 
liberal exemption limit on estates passing to the most 
preferred class of beneficiary, and in the case of 
Australia as compared with these Canadian provinces, 
the effective Canadian rates applying to Class A bene- 
ficiaries do not equal the Australian rates until a very 
high bracket is reached. However, the Canadian rates 
increase considerably and the exemption limits drop 
as the beneficiary becomes more remote until in the 
stranger class the British Columbia and Quebec rates 
are roughly comparable to the Australian and British 
on small estates and in all these provinces are greater 
on a $10,000 estate. The United States federal plus 
New York are the lowest applying to any class or 
bracket appearing in the tables, with the exception of 
the $5,000 Dominion plus Ontario bracket in the stranger 
class, which is exempt. 

In connection with the higher exemptions granted by 
the Dominion and the Canadian provinces, particularly 
to preferred beneficiaries, in comparison with the British 


tax, it is noteworthy that after the exemption limits are 
passed the combined Canadian rates quite rapidly 
approach and then exceed the British rates. The Mini- 
ster of Finance in the Budget Speech of April 29, 1941, 
made the following comments in this regard: 

“The general level of the rates I am proposing is 
roughly comparable with the level of the provincial 
taxes, but probably somewhat lighter than the rates 
in most provinces. The combination of these new 
dominion rates and the provincial rates, should result 
in a total tax of about the same general magnitude 
as the British death duties, but with considerable 
differences in detail due to the different and complex 
natures of the taxes. The total Canadian rates 
would be somewhat higher than the British rates 
on others than close relatives, while they will tend 
to be lower where an estate is divided among a 
number of members of the deceased’s own family.” 
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The final sentence in the above quotation brings out 
a point which has also been dealt with in a previous 
section of this study, namely, that by presuming the 
entire estate to pass to one beneficiary only we state the 
highest rate applicable to an estate of the selected size 
passing in that class. This point is particularly import- 
ant when Canadian combined rates are compared with 
British rates as the Dominion Act puts particular 
emphasis on the size of the succession while in general 
the bulk of the British tax is the estate tax. Canadian 
rates in the examples which are considerably higher than 
British on large estates, would be reduced (i.e., as a per- 
centage of total duty paid to total estate) if, as usually 
happens, the estate is divided among several beneficiaries. 
Such a division should affect the Canadian effective rate 
more than the British on large estates and in general 
tend to bring the rates more closely together, particu- 
larly as regards the more remote beneficiaries. 


Part II 
TABLES 


TABLE 1 


SUCCESSION DUTIES 


SuMMARY OF EXEMPTIONS ALLOWED BY VARIOUS TAXING AUTHORITIES IN CANADA—ON BASIS OF 
Dominion Succession Duty AcT CLASSIFICATION 


Taxing 
Authority 


General 
Exemption 


Class A 


Dominion of 
Canada 


Class B Class C Class D 


Aggregate value not in|$20,000 plus $5,000 for each|No duty on individual|No duty on individual)No duty on individual 


excess of $5,000 


dependent child (this reduced 
by amount of any benefit to 
child). 
$ 5,000 to dependent child 
$20,000 to dependent child 
without surviving parent. 


Prince Edward|No general exemption. 


Island. 


bequests not exceeding|bequests not exceeding|bequests not exceeding 
$1,000 $1,000 $1,000 


“Starting point’”” exemption— 
if aggregate value not in excess 
of $10,000. 


“Starting point’? ex-|No exemption. 
emption—if aggregate 

value not in excess of 

$5,000. 


No exemption. 


Nova Scotia. 


Aggregate value not in 
excess of $5,000. 


“Starting point’’ exemption— 
if aggregate value not in 
excess of $10,000. 
Additional rates—bequests 
not in excess of $25,000. 
Individual bequests not ex- 
ceeding $300 exempt. 


“Starting point”? ex- |Individual bequests|Individual bequests 
emption—if aggregatejnot exceeding $300|not exceeding $300 
value not in excess of|exempt. exempt. 

$10,000. Additional rates—be- 

Additional rates—be-|quests not in excess of 

quests not in excess of |$5,000. 

$25,000. 

Individual bequests 

not exceeding $300 

exempt. 


New Bruns- 


Aggregate value not in 


“Starting point” exemption— 


Same as Class A. “Starting point” ex-|Individual bequests 


wick. excess of $1,000. if aggregate value not in emption—if aggregate|not exceeding $200. 
excess of $25,000. value not in excess of 
Individual bequests not ex- $5,000. 
ceeding $200. Individual bequests 
not exceeding $200. 

Quebec. No general exemption.|Starting point’? exemption—|Same as Class A. “Starting point’ ex-|Bequests not exceeding 
if aggregate value not in emption—if aggregate|$1,000 to employee of 
excess of $10,000 plus $1,000 value not in excess ofjat least five years 
for each surviving child or $1,000. standing. 
surviving descendant of child. 

Ontario. Aggregate value not in|“Starting point”? exemption—|Same as Class A. “Starting point”? ex-|Individual bequests 

excess of $5,000. if aggregate value not in emption—if aggregate|not exceeding $500. 
excess of $25,000. value not in excess of|Bequests not exceeding 
Additional rates—bequests $10,000. $1,000 to employee of 
not in excess of $50,000. Individual bequestsjat least five years 
Individual bequests not in not in excess of $500|standing. 
excess of $500 exempt. exempt. 
Manitoba. Aggregate value not in|‘‘Starting point’ exemption—|Same as Class A. Individual bequests|Individual bequests 


excess of $1,500. 


if aggregate value not in 
excess of $5,000, increased to 
$25,000 when beneficiary resi- 
dent in province. 

Individual bequests not in 
excess of $300 exempt. 


not in excess of $300. |not in excess of $300. 
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Taxing 
Authority 


Saskatchewan.|Aggregate value not in|“‘Starting point’’ exemption—|Same as Class A. 


Alberta. 


British 
Columbia. 


SUCCESSION DUTIES—Conce. 
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TABLE 1 


SUMMARY OF EXEMPTIONS ALLOWED BY VARIOUS TAXING AUTHORITIES IN CANADA—ON BASIS OF 
Dominion Succession Duty Act CLASSIFICATION 


General 


Exemption 


excess of $1,000. 


Aggregate value not in|‘‘Starting point’’ exemption—|Same as Class A. 


excess of $1,000. 


Class A Class B 


if aggregate value not in 
excess of $15,000. 

Additional rates—bequests 
not in excess of $25,000. 
Individual bequests not in 
excess of $300. 


if aggregate value not in 
excess of $15,000. 

Additional rates — bequests 
not in excess of $50,000. 

In case of persons not resi- 
dent in province exemption is 
$5,000 instead of $15,000. 


Aggregate value not in/$20,000 exemption. 


excess of $1,000. 


Class C Class D 


‘Starting point’? ex-|Individual bequests 
emption—if aggregate|not in excess of $300. 
value not in excess of 

$2,500. 

Additional rates—be- 

quests not in excess of 

$5,000. 

Individual bequests 

not in excess of $300. 


No exemption (other|No exemption (other 
than general exemp-|than general exemp- 
tion). tion). 

Additional rates—be- 

quests not in excess of 

$25,000. 


Additional rates do not apply 
under $50,000. 


Same as Class A. 


No exemption (other|No exemption (other 
than general exemp-|than general exemp- 
tion). tion). 

Additional rates do not/Additional rates do not 
apply under $25,000. {apply under $25,000. 
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SELECTED COMPARISONS OF CANADIAN AND TABLE 6 
FOREIGN SUCCESSION DUTIES 
EsTATE ALL PASSING TO WIDOW WITHOUT DEPENDENT CHILDREN 
ComMoN- UKirnD net oad 
i oune DoMINION OF CANADA WEALTH OF | x onom TATES OF 
Of — AUSTRALIA AMERICA 
Estate ae 

Quebec Ontario a peer dd New York 
$ 2; 0008); Hederall tax. .mceanc errr ter Be) e scdinststcererstiaye will seotdan ayes huoyeneue se | eeemepeetake ceieratel | oc tetercrs eemeeenete 20)" |b aces ceeentettters 
7A eA ited MEAP Ar ciate are ode o RS GROIN SG AcitaAGw ot 1: Qc) eke eee 
5,000) |" Provincial or State tax sae c-cciis oe stare crarereterstons |x ti atonsiususioiel enn] outevememncretale fo Leet coer ceioicfea ieericialzde cid. < 
Federal tax: 60555 cates oh oa otleaie | Peecrcusttrera ne «| Sve) Meee eect | ene ecers Ceiet | hae eee 1502/8. ee ee 
Totallavisnccen cee cee bh PARAS tical Rei acko Sidis.cxa cllemmc.o. cu ratorecilé 83 150513 kere ae 
Ooh eas eters, aac lace eee eteentel| te oe 1-7 3° 0) | Seaceeeeny 
10;000:}, Provincial ‘or State tax scjccisciters a! | oe) sucte tetera ated ici eee reeate ott eek eet ee: FU iene Peas Serena fee crs tors oe OD 
Wederal tax. ce ias ends phot ce alee | 8 oe RR eee ee Ue | oF Star IS ico eer aoe 92 Be Pe sc ats ce bs 
Total BP se) eee eneno Hinee Aris OS Oa see co) eeutyoss 322 300 [cas area nee 
bE eee ere Pitctal iees cama ots aco smo watee 5 3-2 3:0) Se cneeen eee 
25,000 | Provincial or State tax............ $ TOO jis. cepa ererae 78 A S2OO uae repeater aren 50 
‘Hederal tax eee eae hore 123 123 123 553 1, OOO! |Past 
otal ee ue ae ate $ 873 123 201 1,803 1,000 50 
% 3-5 5 8 7-2 4-0 2 
50,000 | Provincial or State tax............ $ 2,000 1,438 563 Bis OL Dial ees:.cshereeeriaetes 300 
Péderaltaxstcrae token ae hee 1,470 1,470 1,470 1,860 3; OOO Re eicron cere 
HT otaliic acer ae $ 3,470 2,908 2,033 5, 235 3,000 300 
% 6-9 5-8 4-1 10-5 6-0 -6 
100,000 | Provincial or State tax............ $ 8,000 8,625 3,000 1052505 Eaacmereaan 800 
Hederalstax wonnisacck ace ee 5, 880 5,880 5,880 6,390 11,692 4,800 
otal Src eee $ 13,880 14,505 8,880 16,640 11,692 5,600 
% 13-9 14-5 8-9 16-6 iiloy/ 5:6 
500,000 | Provincial or State tax............$ 77,500 71,875 60, 000 135; O00 Sees 12,700 
Bederal:tax seen eee eh ee 78,480 78 , 480 78,480 83 , 366 133, 700 *116, 500 
Lota eeece oe eee $ 155, 980 150 , 355 138 , 480 218 , 366 133, 700 129 , 200 
% 31-2 30-1 27-7 43-7 26-7 25:8 
2,000,000 | Provincial or State tax............ $ 500 , 000 494 500 420,750 NUMCU Wilmore spe eo c 123,700 
Federal ‘tax’... # an eee eee 451,440 451,440 451,440 401,280 843, 680 *626 , 600 
Total ciconne meet $ 951,440 945,940 872,190 941 , 280 843 , 680 750 , 300 
% 47-6 47-3 43-6 47-1 42.2 37-5 


* After deducting federal allowance for State of New York succession duties paid. 
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TABLE 7 
FOREIGN SUCCESSION DUTIES 
EsTaTE ALL PASSING TO NON-DEPENDENT CHILD 
CoMMON- Uniren UNITED 
DOMINION OF CANADA WEALTH OF STATES OF 
KiInGDOM 
AUSTRALIA AMERICA 
; British New South : 
eb Ont 

Quebec ntario Calan bin Wales New York 
Bees Feist perenne |B = he BOP Be reer rents lsr enna errr 
sa Sgle. chekca Aula ac cieen Pete Sa on YAU) W enter 
B: eerste tke ene setae ine Sa ae 60 OF eaateueasrate: 
CoM RU Ne er Magee te ae Glee. leanne a Pe 3-0 2 OF | swendkos ere 
De | pe a eg Me etait ote | cc ere en eee IH OY Gall |e cate Se tie reel Rapa ra 
PgR Aire ni ho orate cae eet ne SOR paren 
Sh big stra Cae RPM Nameie ay recten chains: t iconars weer 167 POOR SS petcesee re 
Fil ere gs cichecpre, 0°20. 08 Ve REE Oe re ac A ec ee 3:3 SCORES ae a eae 
ball ea sea cic: oc I oe ann A | LAV RAR a Lt bs tae me tales aerial 50 
240 240 240 87 BOOS ley cacnnete tte see 
$ 240 240 240 454 300 50 
% 2-4 2-4 2-4 4-5 3-0 “5 
$ ROU Bie St ae a8 78 AMIR Dal heen gees he 200 
725 (PAD (28 553 DPOOON eer eee 
$ 1,475 725 803 1,803 1,000 200 
% 5-9 2-9 3-2 7:2 4.0 8 
$ 2,000 1,438 563 SHO COd pene etna 450 
2,700 2,700 2,700 1,860 ST OOUR Satine eee 
$ 4,700 4,138 3, 263 ass) 3,000 450 
% 9-4 8-3 6:5 10-5 6-0 9 
$ 8,000 8,625 3,000 Oe 250n eeetome ee 950 
8,350 8,350 8,350 6,390 11,692 4,800 
$ 16,350 16,975 11,350 16,640 11,692 hae) 
% 16-4 17-0 11-4 16-6 17, 5-8 
$ 77,500 71,875 60 ,000 1357 OOOR ne more 13,300 
86 , 750 86 , 750 86 , 750 83 , 366 133,700 *116,500 
164 , 250 158 ,625 146 , 750 218, 366 133,700 129,800 
% 32-9 31-7 29-4 43-7 26-7 26-0 
$ 500 , 000 494 500 420,750 SACP OOO! | earereree: sso 5c 125,050 
476,000. 476 ,000 476 ,000 401 , 280 843 , 680 *626 ,600 
$ 976 ,000 970,500 896 , 750 941 , 280 843 , 680 751,650 
% 48-8 48-5 44.8 47-1 42.2 37-6 


* After deducting federal allowance for State of New York succession duties paid. 
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SELECTED COMPARISONS OF CANADIAN AND TABLE 8 
FOREIGN SUCCESSION DUTIES 
EsTaTE ALL PASSING TO NEPHEW OF DECEDENT 
CoMMON- Cnet cote 
fear DoMINION OF CANADA WEALTH OF | Kiapom TATES OF 
Of = AUSTRALIA AMERICA 
Estate ee 
: British New South 
t Ni 

Quebec Ontario Colidmaia Wales ew York 
$ 2,000 | Provincial or State tax............$ 102 a eee: 13 100) cicscttegs duc }ale te | eee oe 
Dots she) Gh eee re nee Fe ore Cl ee le ellen Coop oamdllan area nab e+ 20): |e cea ae 
‘otal sc-ee -eeeee 102)3 2:7 eee ees te 13 100 20 Oe peace 
% frikct Ui Pattee ecto ach eo 6 5-0 150) A eee 
5,000 | Provincial or State tax............ $ 260): eee cane 188 26,7) | ers do take 50 
1s 6 (ay: ec) re cerns! HEM uo Aes. (Soha ditrenguodouoce 40 393) 73 cents 
Total 9 260 les aeeceeee 188 307 393 50 
% BD || Ln rem es 3°8 6-1 7:9 1-0 
10,000 | Provincial or State tax............$ SAO Mine daceerece 500 ay (| ae A ere 100 
Hederal:tax ce. cc oan cere 290 290 290 196 780." ae eet 
‘Totaljctoone ene $ 830 290 790 763 785 100 
% 8:3 2-9 7:9 7-6 7:9 1-0 
25,000 | Provincial or State tax............$ 2,125 2,745 1,563 50h oie: 5 ocaatehennetate 250 
Hederalttaxee seme 850 850 850 653 2), 200) Cae eens 
Totaloena oe ore $ 2,975 3,595 2,413 2,403 2,200 250 
% 11-9 14-4 9-7 9-6 8-8 1-0 
50,000 |Provincial or State tax............ $ 6,000 7,140 4,063 37 Oi licks tie Rae ee 500 
Rederal taxon. peer ee eee 3,175 Slr 3,175 1,780 0,000 1k, eee 
Totalinve son ee $ 9,175 10,315 7,238 6,155 yet 0) 500 
% 18-4 20:6 14-5 12-3 10:7 1-0 
100,000 |Provincial or State tax............ $ 16,000 18,240 11,875 12) 2005) eee 1,000 
Hederalitax:.> saci neean ceca ee: 9,350 9,350 9,350 6,143 15,260 4,800 
Total 422s eee $ 25,350 27,590 21,225 18,393 15,260 5,800 
% 25-4 27-6 212 18-4 15:3 5-8 
500,000 |Provincial or State tax............ $ 108 ,333 123 ,000 106 , 250 145-000 Aba pee 13,500 
Pederal tax::.05sexoceburius here 91,750 91,750 91,750 79,095 148 ,500 *116,500 
Totals. ees. teint mere $ 200 , 083 214,750 198 ,000 224 ,095 148 , 500 130,000 
% 40-0 43-0 39-6 44-8 29-7 26-0 
2,000,000 |Provincial or State tax............ $ 600 ,000 672 ,000 550 ,000 580: OOO acre eae 125,500 
Federal taxes) acta me en eee 496 ,000 496 ,000 496 ,000 389 , 435 890 , 400 *626 , 600 
Total nen seer $ 1,096 ,000 1,168,000 1,046,000 969 , 435 890 , 400 752,100 
a 54-8 58-4 52-3 48-5 44-5 37-6 


ae eS eee ea ee 


* After deducting federal allowance for State of New York succession duties paid. : " 
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TABLE 9 
ESTATE ALL PASSING TO STRANGER TO THE BLOOD 
ComMMON- tans UNITED 
DoMINION OF CANADA WEALTH OF | x STATES OF 
INGDOM 
AUSTRALIA AMERICA 
British New South 
b Ont New Y 

Quebec ntario Cae Wales ew York 
DADS BAe enauerciort 25 NGO: eee cise once lotion eee ore. 
Oe te es AIR i I rao ot ct Siete BE aD eget a Ps Viel lh Sie ae, OR ee 
DART | hcp, SAY, 25 160 70 0a ie as ea eee 
SPANO Pa bee ee 1-3 8-0 TSOs esta coe 
625), Parner caer 375 ATG) Seer =. eater. 50 
Ere rE tee el |e gig ee A 36 O35) ers ee nee 
Clb ba es. 375 “452 635 50 
[gata t oe chee ny aed 7-5 9-0 12-7 1-0 
1,300 1,560 1,000 OO aee eer 100 
340 340 340 186 1 2 Or eee incte ee 
1,640 1,960 1,340 1,053 1,270 100 
16-4 19-0 13-4 10-5 12-7 1-0 
3,625 4,188 3,125 2 UO E ears eeence reais 250 
975 975 975 628 STAOO MSR eisnicee ees 
4,600 5,163 4,100 3,128 3,400 250 
18-4 20-7 16-4 12-5 13-6 1-0 
8,500 9,375 7,188 DO. COS | tea aaa orien 500 
3,675 3,675 3,675 1,670 TALOO CIE eee 
12,175 13 ,050 10,863 7,545 7,700 500 
24-4 26-1 21-7 15-1 15-4 1-0 
22,000 21,875 18,125 15250 tus ee 1,000 
10,350 10,350 10,350 5,795 19,720 4,800 
32,350 82,225 ' 28,475 21,045 19,720 5,800 
32-4 32-2 28-5 21-0 19-7 5:8 
141,250 171,875 137,500 TOO O00 aes ee 13,500 
96 , 750 96 , 750 96 , 750 72,830 167 ,000 *116 500 
238 ,000 268 ,625 234 , 250 232,830 167 ,000 130,000 
47-6 53-7 46-9 46-6 33-4 26-0 
700 , 000 875,000 675 ,000 640; 0008 WE wire tee, eres. 125,500 
498 , 000 498 ,000 498 ,000 371,825 948 , 800 *626 ,600 
1,198,000 1,373,000 | 1,173,000 | 1,011,825 948 , 800 752,100 
59-9 68-7 58-7 50-6 37-6 


% 


47-4 


* After deducting federal allowance for State of New York succession duties paid. 
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TABLE 10 
SUCCESSION DUTY REVENUE 
DOMINION AND PROVINCIAL FOR SELECTED YEARS 
(Thousands of Dollars) 
— 1913 1921 1929 1933 1937 _ 1939 1941 1943 

1 1 1 2 2 2 2 2 

$ $ $ $ $ $ $ $ 
Prince Edward Island................... 6 11 29 31 45 75 43 36 
INOVAISCOLIA: Rema enc ea ew mice ie 53 159 235 263 606 557 410 662 
ING@WHB UNS WiC eee eR hae: nacre cram 98 151 281 ‘ 259 398 177 384 600 
QuUeDeC saat ai eh lei Cyne ans tact 1,605 3,005 5,294 2,705 11,992 12,506 12,202 6,625 
Ontario tac. res oe ha RRR ee alae 1,146 4,822 6,610 8,081 20,214 11,500 11,677 13,320 
Manitoba, aetna eee 268 457 1,034 424 402 875 735 341 
Sackatchew alas oa se «ocean nee 74 309 463 147 245 362 337 481 
ATP CLC a eee Oe me Sache cope ein aie aot 67 177 897 257 1,326 375 673 687 
Bahar sy Colkivan) rey”, oo conanancucomanauune 294 633 1,006 528 1,461 1,423 916 1,639 
Sub-total, all provinees.......... 3,611 9,724 15,849 12,745 36,689 27,850 PAR EYU/ 24,391 
Dominion Of Canada e diye rs ne esse cuesese oss ant souk teat eee eter eel a eee ote | eae eet eee 6,957 15,020 
Cote Merrie chek peace 3,611 9,724 15,849 12,745 36 , 689 27 ,850 84,334 39,411 


1 As shown in Appendix “‘I’’, Statement ‘‘28’’, Royal Commission on Dominion Provincial Relations, Public Accounts Inquiry, (dated July 1, 1939) 
2 As shown in Table 9, Page 2, Comparative Statistics of Public Finance, Dominion-Provincial Conference, 1945. 


3 Includes probate duties. 
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TABLE 11 
x SUCCESSION DUTY REVENUE 
CoMPARISONS OF PRovincIAL Succression Duty RevENUE witH Totat Provincian Tax REVENUE 
AND Torau ProvinciaL REVENUE FOR THE YEARS 1913, 1921 anp 1939. 
(Thousands of Dollars) 

Percentage Percentage 

/ Total : : 
Succession viet: of succession Total of succession 

provincial ae 
— Year duty ae duty provincial duty 

BAN meena revenue peas revenue 

1 to tax to total 

revenue revenue 

$ $ % $ % 

Prince: DOWATGnisiand wre csi seme cme rine te scr cane as 1913 6 105 5:7 536 1-1 
1921 11 305 3-6 796 1-4 
1939 75 761 9-9 1,709 4-4 
ENcraicntia ee ee ee ee 1913 53 oe cia7 38-7 1,678 3-2 
1921 159 1,320 12-0 3,344 4-8 
1939 557 4,570 12-2 ipod 4.7 
INGwE DEUNG WIC mp peetT eeseva ett e tere seceentre a area riiexsanep6 1s 1913 98 158 62-0 1,407 7-0 
1921 151 610 24-9 2,729 5-5 
1939 177 3,160 5-6 8,198 2:2 
CHUCD ECHR rane cari tebe sie siete: Aisne’ Sinisa « big 1913 1,605 2,602 61-7 8,677 18-5 
1921 3,005 5,718 52:5 20 , 952 14-3 
1939 12,506 32,164 38-9 59,813 20-9 
Ontario ea Ato eens dw vie ate. an go's 1913 1,146 | , 2,083 55-0 9,369 12-2 
1921 4,822 9,824 49-1 21,907 22-0 
1939 11,500 55,109 20-9 87,524 13-1 
Manito bale a mee oes. orate eae ee has Goes ape 1913 268 645 41-6 4,094 6-5 
1921 457 3,7ol 12-2 7,378 6-2 
1939 875 8,306 10-5* 16,596 5:3 
Saskatchewan sure n arise e.riaeier aera set asians 0 1913 74 904 8.2 6,064 ho? 
1921 309 4,008 7-7 9,460 3:3 
1939 362 10,088 3-6 20,534 1-8 
PA herta eee rere MEL a SS cis cb bie radius wf 25% 1913 67 324 20-7 4,435 1-5 
1921 177 2,824 6-3 7,973 2-2 
1939 375 8,448 4-4 20,312 1:8 
British Colum Disasters. te occeete enemies ene: Shera chess 1913 294 2,362 12-4 10,15 2-9 
1921 633 6 , 962 9-1 16 ,594 3-8 
1939 1,423 16, 246 8-8 32,449 4-4 


1 Source of revenue figures: ; : g 
1913 and 1921-2A bpendix “1 Statement ‘‘28’’, Royal Commission on Dominion Provincial Relations, Public Accounts Inquiry (dated July 1, 


9). ; ete ee 
: Hes res ei of Provincial Revenue, Tables 16A, 19A, 22A, 25A, 28A, 31A, 34A, 37A, 40A, Comparative Statistics of Public Finance, 
Dominion-Provincial Conference, 1945. 
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TABLE 12 


DOMINION SUCCESSION DUTY ASSESSMENTS OF 
DUTIABLE ESTATES ! 


FiscAL YEAR ENDED Marcu 31, 1944 


(Thousands of Dollars) 


Total 
Size of Amount Bount Value oral 
: Non- Duties 
Estate Dutiable ; of 
dutiable Assessed 
Estates 
$ 5 — 10 21,897 4,308 26 , 205 453 
10> oe 39,302 | 11,240] 50,542 968 
2— 35 13,428 6,224 | 19,652 467 
Shi 50 15,011 5,505 | 20,516 648 
Sub-total..... 89 ,638 27,200 116,915 2,536 
50 — 75 16,675 3,701 20,376 842 
75— 100 10,010 1,937 11,947 578 
100 — 125 9,086 1,181 10 , 267 644 
125— 150 5,396 618 6,014 404 
150 — 200 7,996 802 8,798 678 
Sub-total. .... 49,163 8,239 57 , 402 3,146 
200 — 300 7,875 523 8,398 770 
300 — 400 3,817 443, 4,260 424 
400 — 500 4,006 513 4,519 461 
500 — 750 3,530 106 3,636 465 
750 — 1,000 6,989 151 7,140 977 
Sub-total..... 26 ,217 1,736 27 , 953 3,097 
1,000 — 1,500 11,353 574 11,927 1,858 
1,500 — 2,000 1,528 10 1,538 236 
2,000 — 3,000 4,781 229 5,010 924 
3,000 — 5,000 4,287 61 4,348 922 
Sub-total. .... 21,949 874 22 ,823 3,940 
otal nee $ 186,967 38 , 126 225 ,093 12,719 


1 Statistics of succession duty assessments of dutiable estates’ for 


the year ending 


March 31, 1944, prepared 


by the statistical section, 


Taxation Division, Department of National Revenue. 
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Part IIT 


EXTRACTS FROM LEGISLATION, AGREEMENTS, ETC. 


I. EXTRACTS FROM CONVENTION BETWEEN 
CANADA AND THE UNITED STATES 
FOR THE AVOIDANCE OF DOUBLE 
INHERITANCE TAXATION! 


ARTICLE I 


1. The taxes referred to in this Convention are: 

(a) for the United States of America: the Federal 
estate taxes; 

(b) for Canada: the taxes imposed under the 
Dominion Succession Duty Act. 


* * % * 


Artictr II 


1. Real property situated in Canada shall be exempt 
from the application of the taxes imposed by the United 
States of America. 

2. Real property situated in the United States of 
America shall be exempt from the application of the 
taxes imposed by Canada. 

3. The question whether rights relating to or secured 
by real property are to be considered as real property 
for the purposes of this Convention shall be determined 
in accordance with the laws of the contracting State 
imposing the tax. 

Articte ITI 


1. Shares in a corporation organized in or under the 
laws of the United States of America, or any of the 
states or territories of the United States of America, or 
of the District of Columbia, shall be deemed to be prop- 
erty situated within the United States of America. 

2. Shares in a corporation organized in or under the 
laws of Canada, or of any of the provinces or territories 
of Canada, shall be deemed to be property situated in 
Canada. 

* * * * 


ARTICLE IV 


1. The situs of property shall be determined in 
accordance with the laws of the contracting State im- 
posing the tax, except as otherwise provided in this 
Convention. 

2. Allowances for debts shall be determined in 
accordance with the laws of the contracting State 
imposing the tax. 

3. Domicile shall be determined in accordance with 
the laws of the contracting State imposing the tax. 


ARTICLE V 


1. In the case of a decedent who at the time of his 
death was a citizen of, or domiciled in, the United 
States of America, the United States of America may 
include in the gross estate any property (other than real 
property) situated in Canada as though this Convention 
had not come into effect. 


2. In the case of a decedent (other than a citizen of 
the United States of America) who at the time of his 
death was domiciled in Canada, the United States of 
America shall, in imposing the taxes to which this 
Convention relates: 
(a) take into account only property situated in the 
United States of America; and 

(6) allow as an exemption an amount which bears 
the same ratio to the personal exemption allowed 
in the case of a decedent who was at the time of 
his death a citizen of, or domiciled in, the 
United States of America, as the value of the 
property of such decedent situated in the United 
States of America bears to the value of the 
property included in the entire gross estate of 
the decedent. 

3. In the case of a decedent who at the time of his 
death was domiciled in Canada, Canada may include 
in the gross estate any property (other than real prop- 
erty) situated in the United States of America as 
though this Convention had not come into effect. 


4. In the case of a decedent who at the time of his 
death was domiciled in the United States of America, 
Canada shall, in imposing the taxes to which this Con- 
vention relates: 
(a) take into account only property situated in 
Canada; and 

(b) allow as an exemption an amount which bears 
the same ratio to the personal exemption allowed 
in the case of a decedent who was at the time of 
his death domiciled in Canada as the value of 
the property of such decedent situated in Canada 
bears to the entire value of the property, where- 
ever situated. 


ARTICLE VI 


1. In the case of a decedent who at the time of his 
death was a citizen of or domiciled in the United States 
of America, the United States of America shall impose 
the estate taxes to which this Convention relates upon 
the following conditions: 

(a) In respect of property situated in Canada which, 
for the purpose of estate taxes, is included in the 
gross estate, less such property as is specifically 
deducted therefrom (either because of transfer 
for public, charitable, educational, religious or 
similar uses or because the property has been 
previously taxed under provisions of law relating 
to property previously taxed) there shall be 
allowed against the estate taxes a credit for 
Canadian succession taxes in respect of the 
property situated in Canada, the situs of such 
property being determined in accordance with 
the laws of Canada, subject to the provisions of 
this Convention. 

(b) The portion of the Canadian succession taxes to 
be allowed as a credit against United States 
estate taxes shall be an amount which bears 


1 Commerce Clearing House, Canadian Tax Service, pp. 546-548. 
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the same ratio to the total Canadian succession 
taxes as the value of the property situated in 
Canada and with respect to which estate taxes 
are imposed by the United States of America 
bears to the total value of the property with 
respect to which succession taxes are imposed by 
Canada. 

(c) The credit in any such case shall not exceed an 
amount which bears the same ratio to such 
estate taxes, computed without the credit pro- 
vided for herein, as the value of the property 
situated in Canada and not excluded or deducted 
from the gross estate as provided in (a) bears 
to the value of the entire gross estate. 

(d) The values referred to in (c) are the values 
determined by the United States of America for 
the purpose of estate taxes.’ 

(e) The credit provided for herein shall apply after 
the application of section 813 (b) of the Internal 
Revenue Code, as amended by the Revenue Act 
of 1942. 


2. In the case of a decedent who at the time of his 
death was domiciled in Canada, Canada shall impose 
the succession taxes. to which this Convention relates 
upon the following conditions: 

(a) In respect of property situated in the United 
States of America which, for the purpose of 
succession taxes, is included in the gross estate, 
less such property as is specifically deducted 
therefrom (because of transfer for charitable, 
educational, religious or similar uses), there shall 
be allowed against the succession taxes a credit 
for United States estate taxes in respect of the 
property situated in the United States of Am- 
erica, the situs of such property being determined 
in accordance with the laws of the United States 
of America, subject to the provisions of this 
Convention. 

(6) The portion of the United States estate taxes 
to be allowed as a credit against Canadian suc- 
cession taxes shall be an amount which bears 
the same ratio to the total United States estate 
taxes as the value of the property situated in 
the United States of America and with respect 
to which succession taxes are imposed by Canada 
bears to the total value of the property with 
respect to which estate taxes are imposed by the 
United States of America. 

(c) The credit in any such case shall not exceed an 
amount which bears the same ratio to such suc- 
cession taxes, computed without the credit pro- 
vided for herein, as the value of the property 
situated in the United States of America and not 
excluded or deducted from the gross estate as 
provided in (a) bears to the entire value of the 
property, wherever situated. 

‘(d) The values referred to in (c) are the values 
determined by Canada for the purpose of suc- 
cession taxes. 

3. (a) The credit referred to in this Article may be 
allowed by the United States of America if claim 
therefor is filed within the periods provided in 
section 813 (b) of the Internal Revenue Code, 
as amended. 

(b) The credit referred to in this Article may be 
allowed by Canada if claim therefor is filed 


within the period provided by subsection 4 of 
section 35 of the Dominion Succession Duty- Act 
relating to refund of overpayment. 

(c) A refund based on the credit may be made if a 
claim therefor is filed within the respective 
periods above provided. 

(d) Any refund based on the provisions of this 
Article or any other provisions of this Con- 
vention shall be made without interest. 


* * * * 


ARTICLE XI 


If any fiduciary or beneficiary can show that double 
taxation has resulted or may result in respect of the taxes 
to which this Convention relates, such fiduciary or bene- 
ficiary shall be entitled to lodge a claim or protest with 
the State of citizenship or domicile of such fiduciary or 
beneficiary, or if a corporation or other entity, with the 
State in which created or organized. If the claim or 
protest should be deemed worthy of consideration, the 
competent authority of such State may consult with the 
competent authority of the other State to determine 
whether the alleged double taxation exists or may occur 
and if so whether it may be avoided in accordance with 
the terms of this Convention. 


% * * * 


ARTICLE XIV 


* * * % 


2. This Convention shall be deemed to have come 
into effect on the 14th day of June, 1941. It shall 
continue in effect for a period of five years from that date 
and indefinitely after that period, but may be terminated 
by either of the contracting States at the end of the five 
year period or at any time thereafter provided that at 
least six months prior notice of termination has been 
given. 


2. ONTARIO-QUEBEC RECIPROCAL 
AGREEMENT 


Copy of an Order in Council approved by the 
Honourable, the Lreutenant-Governor, dated the 17th 
day of January, A.D. 1945. 

“Whereas an agreement has been reached between 
the Treasurer of the Province of Ontario and the Treas- 
urer of the Province of Quebec for the purpose of avoid- 
ing double taxation with respect to succession duty in the 
two Provinces in accordance with the settled minutes 
which are attached hereto as Schedule A.” 

“The Provincial Treasurer, therefore, recommends 
pursuant to the provisions of the Succession Duty Act, 
1939, Section 7 that where duty is paid to the Provy- 
ince of Quebec on property in respect to which there 
is a transmission within the meaning of The Succession 
Duty Act, 1939, an allowance shall be made for the 
duty so paid but not exceeding the duty levied in 
respect of such transmission where the deceased died 
on or after the Ist day of February, 1945, upon the 
passing of an order by the Lieutenant-Governor in 
Council of the Province of Quebec, making a similar 
allowance with respect to Ontario.” 

“The Provincial Treasurer further recommends that 
the agreement which is attached ‘hereto and marked 


Schedule A be approved to apply to cases where the 
deceased died on or after the Ist day of February, 1945 
upon the passing of an order by the Lieutenant-Governor 
in Council of the Province of Quebec approving of it.” 

“The Committee of Council coneur in the recom- 
-mendation of the Honourable the Provincial Treasurer, 
and advise that the same be acted on.” 


Certified 
Clerk, Executive Council. 


3. ONTARIO-NOVA SCOTIA RECIPROCITY 


3. Copy of an Order-in-Council approved by The 
Honourable the Lieutenant-Governor, dated the 14th 
day of February, A.D. 1945. 

“Whereas the Province of Nova Scotia makes an 
allowance in the case of a person who dies domiciled 
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in Nova Scotia, for any duty paid to the Province of 
Ontario on property situate therein, in respect of which 
duty is also payable to Nova Scotia.” 

“The Provincial Treasurer, therefore, recommends 
pursuant to the provisions of The Succession Duty Act, 
1939, Section 7, that where duty is paid to the Province 
of Nova Scotia on property in respect of which there 
is a transmission within the meaning of The Succession 
Duty Act, 19389, an allowance shall be made for the 
duty so paid, but not exceeding the duty levied in 
respect of such transmission, where the deceased dies 
on or after the date of the approval of this order.” 

“The Committee of Council concur in the recom- 
mendation of the Honourable the Provincial Treasurer, 
and advise that the same be acted on.” 


Certified 
Clerk, Executive Council. 
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